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Thb foilowhig repoit has been written to the order of 
Madras Government as conveyed in G, 0. dated loth Ma: 
1892, H’s Excellency Lord Wenlock being desirous 
Assisting the organization of riirfd credit through Land a.i.,- 
Agrioultnral banks in this Presldonoy, in view to b* 
^epUcenient of the individual money-lender and to. th® 

*'evelopiuent of the economic condition of the country. 

The delay in submittin ^he report is due to many causo^^ 
principally to the itnme.’afuty and complexity of the subjact' 
jO the difficulty of ascertaining and thou of obtainiu/^ 
sources o£ inforiaation ; to tho discontiniuty thereby impoBe< ^ 
when a haif-finished study had to be broken off till'’ 
receipt of ,tether informatioii; to the extreme diffleu 
arising fro;m the incessant demands of a Collector’s wc 
notwithstanding two periods of special duty. Until 18 
there was, practically, no English work, even on tho c 
subject of Popular Banks, while tho sources of detailed inf 
mation are, oven now, only in foreign languages ; and it 
believed that there is no existing work in English on. t 
Land ai^d Savings Bunks sj^stems, or upon the credit systo/ 
and 'ndcbtediioss of tho landed proprietor, of tke Europe 
oontinent. For the Madras Presidency statistics and inf* 
mation did not exist, and it is only through much enqu 
and by the courtesy of numerous correspondents that ini 
mation has been obtained. A list of the questions or 
ally issued, and of the correspondents tc whom they 
sent, will be found in tho appendix. 

Some explanation of the contents and method of 
report is needed. 

The "report, with its appendicesl^is, of com*se, a cor 
tion from numerous works and reports of Eu’’..;, ^ 

America.. A. Madras civilian could hardlyA)btair ^ a wvJ'ki 
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smtabllifty to conntrie,^ other than those 
tlioy wore deyeloped, have been confirmed ,]by ih^^r so 
ostiy expressed by Mr. H. W. Wolf? in his book aboTe 
mentioned. ' >- 

The report itseli is intonded merely tia a summary or 
inrlex; the real report is in the several appendices^ of which 
only the first o-ecorDpanie^. Seeing that Europo has, for at 
■f:>ast 50 yws, been Btudying and working at the subjeoi; of 
’ Oredit unrler iLt| several forms; thal almost every 
rable scheme ha^, tluring that time, been formulated— 
vHce alone more than 200 are said to have beCu actually 
that numerous systems under the hofads of real 
aud Personal Credit have aottially been started 
e in more or less sucoobsM opeti^tion; that the oon« 
0 n^urope are, m tXnany countries, similar to those 
Presidency, whetW in the tenure of land, in the 
noe of indebtodneBS, in the I'apaoity o| the usmer, 

^ t the chartrcteristioa of the peasantry, it was obvious 
tj ^ itudy of European conditions and attetnpi^s at niral 
h ' g, whether successes or failures, should pro-^ede any 
ils for this Preaidenoy. It was tievissary to know 
had been done in Europe, why io was done, and 
les t system had succeeded or failed. The result is 
gi'jriA^erieB of studios represented by the several chapters 
of I European indobtednof^s and credit; syis!- 

tom s. Other appendices will fallow; Appendix con¬ 

tain. u translation of, or excerpts from, the banlrf|i and 
socib dogislation of Europe and Amorioa, and Ml, it k 
form a fairly complete English compondimn 
fehopto embody trauslatiocs of the modoi 

of the several classes of institutions and an index 
whiob writer has not yot been able to prepare; a third 
^^p^^idix will, it is hoped, present manuals for the several 
chi'^sas savingm banks, together with a mmdi 

mgte study of Mad-ias systems of credit and indebt¬ 


edness, 


hough it would seem preferable that such manuals 
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©Bquiries sltould uaidoyi’afeea by the Agnoultaral 


Appendix II will bo i^ued very shortly^ but it haa boon 
thoiighf well not to delay fuither the main report merely in 
order to. present the matter oomplote. It is, however, » 
matter of'ranoh.regret ta the the modoi ai'tioTea of 

the variotis European banks and^he laws which govern them 
could not ]^e prosexitod. at the/same time as the accompanying 
set of Sind ICS, ^ 

jlIioso etmiles roprosent imdnly the notes made during th( 
progress of each study; they may contain much that may b* 
thought un'peoessary, but ,^t has been judged advisable t 
print them they stand, since the labour of compiling they 
was veiy oon’ idorable, and since it is possible that what v- 
seems iiTelev^ ^nt may prove to be important* The ohapt 
are consoquomly left jxg they are for the persual cf i" 
who wish to ,i.now the general oharaoteristics of the ob 4 .^ 
European systoms, while the ‘ Bibliography^ will assist thos 
v;ho rlosite furt^hor inforraatioji. It is impossible, to predict 
what systems what forma of organized credit may 
obta^ favour or'.take shape hence the mass o 

material is left from whichi experts may seWt wha 
i^eiy to assist tpeir endeavours* For instance, the sugg< 
tiou^ p{. thi^TepoVt ^ with the-liitr 

duction of bankin^^ credit for the mass of small proprf^^; 
since men oHdar^e or oonsiderablo properties ctfe 
obtain credit on fair terms with existing banks, or 
have sufficient buj'iness. capacity to mite in 
credit banlis of their 

aid\ In fact, o-t this i-oment (January ^ 

Wamade for a>,^ 6 sta,H 8 hmont of a a pcopc^al . 
saoiiid tiiiapropoBai be^y^QQgjy. jajjgn uTtodar’e Banjk, , at 
Association, they will fi .,4 phaf!' by the LsndJiolds 
fairly complete sketch „{ t’u. xnetb^iS^on iioal. Credit 
of the Mutual Iiand Baau, ^ of Europe, espsokil 

traMlatioa of the laws affecti„^ia, and in Appendix II a 

those trod other banks. Tic 





pr5o8.ile, indeed, of this report for beats in general will 
feiiit both large and aieall bants; see chapter on Jornt-Woci^ 

Bants in the draft Bi^. , . , ■ fV,av 

The studies thotnselves are, of oonrse, only sketoh^es; iney 
are in no senso manuals. The hand-book of th# Fromh 
‘OrMit Fonoier,’-the institution which bears thj>.t name, 
not 'CrMit Fonder’ or Beal Credit in the nbstra^-By it- 
.ToBseau, is a treatise in two thick volumes, and .even wit 

'he imperfect information at the writer’s disposal, it',’-s 

bat a treatise merely on Real Credit in Eui-opo: 
he work of years and require volumes ; hence a 
required to range over not merely the Land ( ^ ” 

mrall those classes of rural thrift and credit ino.uded- «n er 
^ head of A grioultural Banks oaimot but tre/'k the suhjeo. 
doseiy than is dhsirahle. B is hoped, to provide, 
uallv, manuals with model forms and acoo^ants for each 
.88 of hanks; that is, to expand each study into a manual, 
nd to provide, with each, suggestions for this" country; but 
r,hat will bo a work of years. The manual dor the Italian 

Popular Ranks is a volume of above 650 , obsely-pnnt d 

Z .0 pages ; a similar manual for this E.'esidency wou d 
a work of groat labour and should be of imnch value, h 
lid, perhaps, only be written after some (years of practical 

scheme of Appendix I-the real repbrfc-is as follow-, 
.pter on credit iu general forma the fet study,; smeo a 
' of the Indiaa.4iteijdore on the. subjeov and the 
aai replies to duestions framed fw tais report, ebowa 
, • ^ oredii have not 

. . X t» nvu AalateB of credit, its 

-‘A. Md. F .ill, ; 

.. aHoeoftlimtoho-M .» -«» . . i, ; o„ i only 

.pHcatioM aid uO ‘’"{““'Ik; the MceMlty tt»‘ 
» .Mate /P "^arlielualretoiol 

■el baote c«l deal „feg«»ta.d ii 

.h.iv i^TT.rrra.i'yMii.M, B»t« 

■heir loans, and that tlie, is M j 
■iheir dealings with lendei 






j foUo’wing chapter on •intjebtedness/ ifc is ' 

especially scuglit to bring out the faqt that the ostdblish- 
nient of banks, great oi* small, per se^ no remedy at ail for ‘ 
rural iudebtednesa, and may, indeed, seriously aggravate the 
difficulty; it is not mere facility or cheapness of credit that 
is desirable, but a safeguarded, eduoatho credit; a credit* 
moreover, based not upon subventions from the State or upon 
any system not thoroughly businesslike in its principles, but 
based upon tbe thr^i ^d. pruuunoe of assooiatM members, 
CTiio*!? and character in the ordinary way of 

business, deposits from tbe saving publio; it is 

thrift and p^dohee, not charity or State aid, which must be 
the basis of credit, such as will benefit and develop, 

and not paralyiie a nation. This credit w that 

v/hioli is bein S sought, and to a great extent successfully, in 
Eorope. 

The chapter th^.ipdob,^yit$gQ of the European peasant 
is introduced to show not merely that indebtedness is the 
common lot ff agriculturists, especially of the smaller folk, 
but to,prove thid such indebtedness is not in itself tho work 
of the usurer, thc?ugh its mass may be increased, its miseries 
may be exacerbated, and its evil effect upon independence 
developed by liis action, but of social conditions and 
characteristics, ai-^ ihtv actuaJ benefits and’m.odes of 

progress which during the century have gradually 
in, or been infroditoed into, Europe; indebtedness canno^ 
got rid of-it may h\^ increased-by substituting banks 
’^*m^hndex&; no mero change in tho inaohinery 9 j: credit 

can eliminati^t. ’ V ruiiil debt 

is most mai ked, those where cheap banking is iolmost 
universal, as in Switeerland and Norway, and this ha .3 be^ 
brought about not merely by seasonal stress, and h 
misfprtuno, but by tho actual facility for credit, by th 
introduction of seemiugly ju^t laws as to inheritance, by th 
romoval of feudal disabilities, by oho wondeifal dovolo^mer 



' -m- commanication? of whiob 'th.i3 contuiy has nem. the 
iiitroiliiotion and of v/bioh if is justly proud. 

Passing, then, to the methods and institutions by which 
Plurope ho.8 endeavoured to solve the problem of indobted- 
ness, credit ’ms been displaj^ed under the several heads of 
Real, Chattel and Personal. The first class of credit, viz.. 
Land Pants, is dealt with in one chapter by countries, special 
prominence being given to the motual system as exemplified 
m tho German Ilandsciiaffen, a'4d-to the Credit Ponbior of 
Prance as a Joint-StoLh Company of a 
character. The next chapter deals with the sa^,jg matter 
not by countries but by subjects. It will be apij,arent frorn 
those chapters that the Land Banks of Enro:p0 are not 
organized for dealing, or cannot succeed in dealiiijo with the 
small folk : loans required by such people 
too great, and the profits too i 
to mako tho. business possible. < .apeeially are, 

except in the case of petty principalities or States, a ffiilure 
as regards small land credit. Speaking- goiierslly, the only 
institutions which deal in very small mortgage credit are the 
j Svv-iss Banks, all local, and the Building tfooioties of Great 
Britaiu and the United States of America. On this latter 
class of society, now beginning to be oailed Oo-operatiVe 
Ban' 
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,... —>0-’Moiy because of 

thei» to provide small mortgage credit upon tho 

s required bj the postulate;^ above rnentioned, but ho- 
oauif l™^<>^ jpes of the .Mad'rasa Nidhis or Loan 

LuiidSj ^ their way, have alr eady achieved 

Biiocesd in this'x VtViuoiioj 

The ^noxt chapter deals with what is cal.ied in Europe 
jO Gi ’Ofiit Agricole/ that is, all classes of credit fov agri- 
ilturie ts other than real credit; including pawn broking and 
dvancc^s upon oropS; bonds or bills ou personal security, 
id tlie like. It will ho seen that attempts have been 
,ade to supply this credit by special institutions and special 


bat that fixtoh have beeiJ a general failure ; it does not 
sGona possible to specialize agricultural credit and to treat 
it as a thing by itself; what is wanted is simply rmral 
banting. - 

Tlxe subsequent aUapter is one of the most in -^ortant, as it 
deals with ‘ Populai; Bants ' under thoir sex trral systems. 
Those are generally co-operative, that is;^ tho whole of the 
bank operations are conducted by the Tnembers and for fchp 
mambers'the not coxisiSc of u uLc’d uuiJahdZ' of 

Sudf^ies which may be transferred ' to, and held 
by, any one soever, but of a congeries of man all personally 
selected for admission to membership; the holdiiig of a share 
does uot make a roan a member as in a Joint-stock society, 
but memberslxip gives a right to, and requir.tJfi the holding 
of, a share; the society is an aggregation of members, not ox 
shares. Moi*Dover, the borrowers are the rnornbers, and the 
niemherv^^ only; the interests of the bank are bound up with 
its members, hat is, with its borrowers, and the result is not 
merely safety to the borrower, but great facility and che.tpness 
of loans—since all profits return to mom hers —coupled with 
a very distinctmoral influence by the society over its indivi¬ 
dual components. Those societies» are described in sorne 
detail, as they provide credit even for the smallest folk, but 
usually upon what in banking is technically termed ^ char¬ 
acter/ id,, on security based upon the general status, posi¬ 
tion and oharacier of a borrower and his sureties ; mortgages 
aro little used by th^eo cGciefcios,which are specially "adapted 
for what is known generally as ‘ agricultural credit,/that is, 
the loans for the current needs of the agriculturist and l6t . 
his ^vorMng'oapital. 

It is in this obapter that Iho Building Societies c>f En*r- 
la.i d and the United States are noticed ; the seotioji cp. this 
subject should have been particularly full, einoo t'tie Nidhis 
of this Presidanoy are obviously developments of game 
system, whilp the methods of the Western Societies 
provide much useful matter for consideration in East, 
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Ilifoi'tunatyy tLe writt^r liae riot had timo to re-writo 
the firBt impGifeot draft, especially as a brand-new law has 
jiiss (1894) boon passed on the subject in England. It has, 
however, be^ i thought advisable not further to delay this 
first instaln it of the report, but to present a revised chapter 
on the fii; in the forthcocoing Appendix II. 

Following wliis chapter are studio.? on various special classes, 
GUch as Mop^s cle Piite, Positos, Agricultmal Associations, 

and Friunentarii of 8pain 

and Italy, rficpectively, are especially worth bt^’idy^ as proTid- 
mg grain credit for the poorer cultivators. Ihe Agricul- 
tur?^d Asxocifdion^ are not only impoitant in the-raselves, but 
are, in France, developing agdeulfUial credit by means of 
e].)ecial annexe.? ; as at Poligny. 

A further oha ptor deals with Savings Banhs ; this is rn- 
tet^d not merely Iv, 'Use a lending suggestion 6f this report 
in that personal thx'ift must be the bards of (mo ciedit, tut 
became the Savings Banks of Europe and America are 
amongst tke greatest Land Mortgage Banks in the world. 
In England, France, and India the Savings Bank is one 
which accepts the petty deposits of the j^inall folk, and, for 
the purpose of absolute safety, invests the whole of the 
deposits in the State treasury. But in Germany, Austiia,^ 
Italy and the United States, the Savings Banks have, within 
certain limits laid dov/n hy bw, the free disposal of their 
funds ; one of the permitted investments is first mortgages, 
!aiid it-is found by long exporienco that the.':e are perfectly 
fcafe. In Prussia, for instpaico, above half of the deposits 
in morf gages ^ means abovo £90,000,000, 
and half of this immense sum is invested in, rural mortgages* 
The Bti?dy these banks is most interesting, especially 
when, as almost entirely worked gratui¬ 
tously through trustees (aa in the English Trustee 

Savings ibnks) or by public bodies, or by public or 
public inf titations bmc\ as Monti di Pietd : the eeotioa on the 
great Savlnge liank is cspeoialiy interesting, , 




■ It wa^ intonded to diaouisa somowhat Mly the cj^uoition of 
the registatiorii of title, but it was found impossible, in a 
chapter of a report upon bants, to deal ade^juately with a 
subject of great intricacy and difHcuUj, which require:^ of 
itself, years of study and research. Moreover, sinoo it is be¬ 
lieved that the dosideraiutn for this Presidency is local, village 
banka iiad not central bants, the importance of a eorapiote 
system of registxaticu ia, in this connection, inconsiderable, 
since local banks are sufScienUy acquainted with borrowers to 
dispense with eearohes in registration offices, and are unially 
able to pre\‘eat any fraud by local inflaonee and knowledge. 
As regards encumbrances, -^a recent Government order has 
piovlded a system of indexes, which will enable any bank to 
ascertain prior encambraces with the minimam of diffioulfy 
and maximum of certainty. The question . lires and 
deserves separate study. 

Prom this fiketoh of European institutions and m ethods, 
the appendix proceeds to a review of Madras sy sLoms of 
credit and Madras indebtedness. The chief point f^or remark 
is that, with one exception, Madras ruruJ credit iis entirely 
provided by the individual money-lender; this niorii^y-iendor, 
thougli essential in the absence of banks, aa shown, in^ the 
fir^t ohoptcr, is expensivo and dangoroul; not alwa;;^**!; dan- 
geroixs, but always possibly dangerous. Whila fulfilling the 
condition of proximity he is not a safe .?ou)^e of credit, nor 
can he, dealing as be does wdth hfS own onpital only Tvith 
soin?;, borrowed additions, supply capital to any amountqit 
any time for any period, nor can he usually receive it back 
by conycniont instalmeriis. Nor, sin^e he is an indiviau?!^ 
can he be trusted with personal powers of summary recovery, 
so that ho does not enjoy the ^ security/ which is a postulate 
of cheap and ready credit. Hence the moiiey-loxider regime 
mast, as ia ah countries, bo gradually replaced by that of 
the banks. 

But indebtedness, while serious, must not be exaggerated. 
Observer.*?, looMng only at the worst oases, often ia towns 







iiore the worst is praotisod, and perhaps knowing 

only local tacts, n.ro apt to take rery gloomy views, whereas 
a larger iudaction from Presidency faotfi and a comparative 
view of Europenm facts show that the Madras ryot is in no 
way in a hopeloas condition. Many of the poorer or lahourer- 
ryot class are in great and chronio embarrassment; so also 
the numeious class of labourers, servants, and the'small- 
salaried classes generally; but the mass of ryots is not 
. deeply indebted. The mortgage debt especially is moderate, 
and does not, BS it exists in any given year, aggregate one^ 
half of t'he value oE the annual crops. It is also certain that 
there is a considerable amount of actuaP coined wealth, in 
addition to the value of the soil, stock, wops and buildings, 
wbich a. judicious banking system would bring into frnitf <il 
nse, wbilt - is ecpally certain that there is a great nnrnbo,' 
of intelligeiit men who habitually deal with nommunal nn>'- 
other matters involving many complications and requiring 
consider nhle ability, and with Q-overnraent operations and 
calculatio'ps demanding considerable intolligehoe and know- 
< ledge; th^se, with a large number of officials, retired and 

otherwise, are available for local banking operations, 
r That/small banking associations are possible is shorvn by 

' ■ the ore exception to the regime of tho money-lender, viz., 
the 140 Loan Funds or Niclhis. Many of these are situated 
ia the mofussil, and are entirely managed and financed by 
the people themselves, not morely in spite of tho asbenoc of 
State or extraneous assistance, but notwithstanding 

positlvo legal difficulties, and notwithstanding tho disability 
of w^oials, till bf late, to take an active part in the admin¬ 
istration of those Bocloties. A chapter is entirely devoted to 
a desoription of these societies and their’ methods. 

It follows, then, that if the principles of rural baakiiig are 
made widely known, and are acoopted by the more intelligent 
classes, and if the law and the executive will assist the 
* ; development of societies by suggestioii, by the removal of 
? disabilities and obstacles, anil by the gi'8.nt of various 


there is ©very hope of a rapid' and wide develop- 
ment of small local sooioties, ohiofly co-operative> thoroughly 
in touch with their cUentele, independent of Stats aid, 
gathering in idle hoards and petty savings, providing’ 
facile, cheap, and above all safe aiid educative credit to their 
members, secure in the repay merit of their loans, and ©xoiting, 
in a high degree, those great national qinilitles of thrift, 
pnideuoe, self and mutual help not merely in oredit but in 
other dixectioiiSr no nation can obtain a 

healthy and vigorous development. 

The following chapter on ‘ Law,’ therefore, deals largely 
with the necessary development of the law of sooieties, or 
company law, in this country. Bped upon a comparative 
pA^^udy of those laws of Europe ai|l America which deal with 
tlirift, providence and oredit, especially as regards the poorov 
it suggests various rtdbrms,,,^ additions to, the 
of this country, showing thaii.^;v/!41e thq general com' , 
Vi;paiiy law of Europe is extremely thorough aud complete, - 
i'thore is in every country a body of law, outside the general 
company law, which deals solely with institutions of the 
above nature, snob as Co-operative Societies and Banks, 
Building Societies or Co-operative Banks, Savings Banks^. 
^ Benefit Societies, Loan Societies, Agricultural Associations, 
and the like. Tills country alone is devoid of even the sem- 
.blance of sueh a law, the only company law being that o£ 
1882 and 1837, based upon the English law of trading 
companies, which; even in England, is not appHoable to 
institutions for thriit, providanco and co-operation. Most of! 
the suggestions of this chapter are compiled into a draft 
■Bill, not indeed intendod as a Bill for legal purposes, but fo 
throw into crisp and definite shape the several suggestions ttnd 
recommendations derived, iroi^, and made in, tlie course of 
the previous studies. The Bill provides a separate chapter 
for ordinary Joint-Stock Banks for rural oredit; this contains 
certain general administrative provisions, suggests special 
methods of .fiuaiicingthe banks, and grants various jjriviloges, 



Hidy; ^ a corolfei'j and in imitation of the univorsal provi¬ 
sions of European and American systems, provides a certain 
amount of State and other supervision, chiefly Tby means of a 
Commissioner for rural credit who should oombine the duties 
and powers of the English Registrar of Friendly, &o.^ 
Sooiotie«, of an Amori>an Qommia -ioner of Savings and other 
baiiks, and of the Itidian Director of A grioulture, Tiado, and 
Industry, who, in Itally, is expressly ohm^ged with the super¬ 
vision ot thrift, credit, and popular beneticent and prudential 
association. It is believed that not a single proviBion is 
xiove 4^holly so; there is a parallel for every item through * 
oufct. The next chapter of the Bill deals eBpeoially 

with .ratiY© societies and banfeo, and while applying 

most of the provisions of the previous chapter, grants addi¬ 
tional and important privileges with the avowed object of 
promoting Co-operalJvc societies of the Gerrinsn and Italian 
type. Tli 0 suh8e0[uent chapters of the Bill det 1 with Savings 
Banhs, Agricultural Associations, and I^and Improvement 
Brinks. 

It is to be expressly noted that in all countries where 
matters of papular thrif!:, credit and self-help are in con¬ 
sideration, State supervision is invariable; nowhere more so 
than in England and America. In this latter country, 
indeed, the laws of every State provide extraordinary super¬ 
vision over every class of bank, inoluding all trading banka., 
It is not, then, a matter of surprise that some Buoh provision 
should be entered as one oi: the main suggestions of tins 
report. 

Still less—the contents of the appendix being oonsldeved— 
ie it a matter of surprise that Uo- eperative Banks should be 
especially suggested as the dedderatum of this country; the 
studies'of this report will have been w.vitt€n in vain if this 
idea does jiot obtain general acceptance; several years of 
study given to this subject, without provioixs preciilections, 
Lave at least forced this idea upon the writer* Nevertheless 
it is not one system that is to be sought; there is room fo.r 
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till the various cksses of banks ; only it is believed that in no 
class, savo the co-operative, will bo found united the several 
degudorata of a safe and sanative rural credit. 

'ihe juth of the whole report is, in fact, oontaiued in tha:, 
following propositions. 

;411 farmers, espemally small pri^riotors, must of ueoestiity 
and will borrow at one time or other; tho mass borrow 
habitually. 

3aob borrowings are seldom for land improvements, but 
are the x’osult of laws, customs, surroundings, social oharooter- 
istics, seasonal difBoulties, Isolation fi’om open markets, and 
like. 

Hencie the radical remedy for iudebtcdness is not In the 
<^l’ganization of orodit, but in the removal from tho farmer of 
unnecessary disabilities, and in the promotion of all 
Possible improvements, whether in customs, in social ohara-cter- 
^^lios, in executive demands and systems, in the opening of 
^('i.rkets, in the spread of sound education, in tho development 

agrioultural and industrial methods, and so forth. 

Nevoxd;hele38f:h0 organization of credit, which is the sub¬ 
ject of the present enquiry, is, in itself, an important pallia¬ 
tive, since the cost of the neoossary capital can thereby be 
largely reduced, so that the farmer may borrow without 
hopeless and life-long embarrassment. Particular modes of 
organization not only effect this object, but are introductory 
of ether essential developments. 

Generally speaking, banks are not available for small 
farmers, and tlio private money-lender is the only available 
eouVco of credit. This source is rudimentary and defective 
in motliod and in its supply of credit, while it is open to many 
serious objections, amongst which is undue dearness of 
credit; in this Presklenoy from 9 to 18 per cent, are ordinary 
rates, 12 per cent, being *dharma vatti,’or equitable in¬ 
terest. 

When intoreet on borrowed money is at 12 to 18 per cenh^ 
the profits, even of land improyements, must be swallowed 
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tip by the interest; h forliori^ credit at 12 to 18 per cent, for 
purposes other than lixiproYemenis mnst reduce the farniesr 
to poverty and keep him a, dependent pauper. 

If interest om ho reduced to, say, C per cent., the burdcin 
of indebtedness v^ould be halved, improvements would 
profitable, and debt no longer mean pauperisjation. 

But the more reduction of interest to 6 per cent, would 
not mean, necessarily or generally, a reduction of mdebfceof- 
ness; rather, as rural eoonomio history teaohea, would 
mean a greater mass of debt; borrowings would be larger 
because of the cheapness of money; the annual cost would 
remain the same, but the volume w^ould be doubled. 

It is, then, essential to discover methods of credit wb&h 
while supplying capital at half of present rate^, will equfdly 
tend to keep the borrowing down; it is believed and urged 
that Co-operative Credit societies or village banks will not 
only achieve, or tend to achieve, these objects, but wilt 
equally develop many desirable and even essential oharao” 
teristics such as those of thrift, prudence, seif and mutuai 
help, will inifciair© thoae forms of co-operation ‘which tend to 
assure to each man the full value of his labour, and those 
stimulating ideas of progress so greatly needed by a 
conservative and isoloted peasantry; such societies will, as in 
Germany and Italy, ^‘everywhere form centres of economic 
and moral progress (i)a Lavakye)^^ 

It may be asked why, since report was required regarding 
both land and agriouitural banks, direct suggestion has only 
been made for village banks. It is replied, that land banks, 
banks devoted solely or chiefly to land mortgage credit, 
do not appear to be either suited to or needed by the ryota 
of the Presidency. The clkniUe of the banks will consist 
of very small folk requiring very small loans; no land bank 
can deal in such small business, for the cost of enquiries, 
the risk of bad business, the worthlessness of petty parcels of 
land to a central ba)>k, prevent a land bank horn dealing 
with such folk, as the experience of Europe amply shows. 



It is true that there are riumeroas mortga| 9 reB in this countr 
but half of these average only Its. 44 ? jiieco^ and most of 
these 'would bo wholly unneeessaiy if ordinary oredit were 
properly ovgammd through village bauka ; a mortgage deed 
'with its stamp duty, registration choiges, witnesses^ batta, 
for a loan of Rs. 25 to Rs. 50 for six months or a year, 
is an absurdity, yet is an absurd fact for more than 50,000 
registered mortgages annually. The vast bulk of agric^il- 
tural and xurd oredit can and should be granted by village 
banks. 

It may be argued that the land requires improvements, 
that the ryots want capital to sink in such improvernents, 
and that land banks are necessary for that purpose. It is 
replied that though the land may need permanent improve¬ 
ments, that is not the primary aim or desire of the ryot; 
his Sr")t desire and his first need mre to get rid of debt and 
to keep out of'debt, to borrow cheaply for current neecis and 
to repay conveniently. That is the work of village banks, 
and it only when this vast business is fairly in band ax\d 
in a fair way of success, that the ryot will turn towards 
permpnent improvements, which are but a burden to him if 
hr \not keep their proceeds for himself. Land impiove- 

r is slowest and last in development; the land improve- 

fe banks do soarcoly any business in Germany, where the 
mortgage and other debt is enormous. The improvements 
in agrioult'uro at which the ryot first aims are those wHoh 
he can effect by a bettor general coadition of hia finances, 
and this is the work of village banks, as showm by the opera¬ 
tions of the Raiffeisen and Wollemborg banks. 

The final chapter deals 'with such recommendations as 
the writer has been able to make in addition to, or in explana¬ 
tion of the entries in the chapter on Law and in the draft 
Bill. Certain special items in the development of bankf* ’ •>vxr- 
been dealt with, proposals aro made 

ment of village ban.K:s, .. „ ® „ 

XI i XI.- organization, functions and 

methods; this part of^ explaaatio.u of 
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suoti eyttema ?vUl lie found ii\ a modification of tLe 
existing JJidbi, wbich. at present is not quite suitable for 
agTiculturai needa, but .oau be easily adapted; indeed it 
oannot be doubted bufi that, had a favcuirable law and due 
supervision been in existenoe during the last twenty years, 
these Nidhis would have already attained a tenfold develop¬ 
ment, The future of rural credit lies with those who, being 
of the people, live among the people, and yet by their 
intelligence, presoienoo and energy, are above the people; 
such were the refonnors of Germany and Italy who have 
introduced the great systems of popular credit in those 
countries, and, taking the word ‘ Eaiffeisen ’ not aS indicative 
of a particular person or system, but of the zeal, energy, 
patience and continuous devotion so thoroughly exemplified 
iu that great reformer, and of the spirit of co-operation, 
thrift, self and mritual help so thoroughly developed in the 
above and similar systems, the whole of this report might be 
.eamDJoi up in the two words * Find Raiffeisen.’ 
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LAND AND AGRICULTURAL BANKS 

By 

Mr, F. a. WIGHOLSON, l.c.S. 



OHAPTER n. 

Maykas systems or Ckedit. 

(9i»«era/.-~Tho general oredit sysiena of this presidetioy ia 
well Jcnovvnj in any given vilbge there will be a few.; 
mortgages, a oertain jjroportioii of money delta on bonds or 
promissory noten, and a much large? proportion, chiefly 
among the small raiyats B.ttd ciJltivatore; of debts in kind. 
The proportions under each class will vary immensely 
aooording to the diatrict; s.y., Tinnevelly, with 1,621 
villages, had, in. 1892-93, 59,598 mortgages or 36 per 
village j Guiddapab, With 1,340 villages, had only 3,415 or 
2 per village; ’.a Anantftpur, village after village may be 
examined without finding a single mortgage. Similarly in 
certain of the Tamil districts a largo number of ‘cash delta 
ripen bonds ox promissory notes will be found, while similar 
riebts are insig nificant in many villages of the Ceded Districts. 
.Butin all villages there will bo found a large number of 
grain debts, duo' either to broker.^ 'and 'shpplieeper^, or, and 
more generally, toother .raiyalsrin man)' ABantapetf villages 
whei'o thero is no such thiug !is a shop, every moaeure of 
borrowed grain is obtained fi*om some raiyat of the village, 
and at the same customary rate, Probablj it would, at' 
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''Ipmt for au immense number of villages and for . the major¬ 
ity of small raiyats and tailtivators, be safe to say that the 
rural credit of this prodclenoy is chiefly grain credit, all tho 
poorer raiyats habitually and. anuinilly borrowing from rioher 
miyate at the sowing season, and repaying the advances at 
tyrveftt. It may also bo said that the rural orcditora O; 
lenders of this prosidenoy are, for the yaat bulk of the loans, 
raiyats and not mm ci the Marwari class, In Tnineveliy, 
Soxtth Aroot, Coimbatore and'other districts where the shoft 
mortgage is in vogue, from 85 per cent, to 73 per cent. 
eveB of sueJi loans are granted by raiyats; mndlar figures ra-e 
found in loaiis upon simple bonds. In the Ceded Districted 
such as Anantapur whore’mortga rare, there will be 
a few simple bonds due to men---ofleri w 
holders—outside of the village, bitt the bulk is due to the 
rteher raiyats within the village, and nearly every seer of 
borrowed grain, th^ oornmon^st form of loan in these 
districts, is due to covraiyats of the: same village. ^ 

In oonsidering the future of banks ;it will he nooessary 
Ui consider these diffemaces in system ; above all it will be 
needful to take count of the foot ■ that. i|t0. ordinary ' raiyat: 
borrcjws for current noods, not in cash, but in grain. (<7/* 
*Monti 'Frumaniajfii ’ and ^Positos^ i.a Part I of this 
appendix sak, Italy ^ and ‘ Spain,’respectively.) 

There is, with two oxceptionis no aaoh thing as banking 
or organized credit in tho presidency outside of Madras and 
the few towDH where there are bratiohes of the Madras 
Bank; the whole mufassil is under the rdgim^r o;i: the 
individual money-lender, whether raiyat or profesai-)nal; tho 
result, of ecu cse, is stint of Bioiiey, dear and incouvenient 
credit, ineuffioient facilities for thrift, 

The exoaptions are the Nidhis or Loan Funds and the 
' chit’ system. This latter is an indigenous method of 
thrift end mutual credit; a number of persons, usually 
co-villagers, agree to pool each week ox month a feed 
subfioriptAon, and the pool is, on each occasion, fiueoessively 




S to eaoli member iu titrn, iU individual being sel^ted 
by oastiag lots, previous trianers being exoluded from taking 
tho pool, but of course paying in their flubsoription. Ihus 
fifty persons each pay one inipeo per week; “ 

Rfl. 60 is handed air&r by lot to a member; at the end or n y 
weeks each member will have contributed. Rs. 50 an. 
received Es. 50 : by this method thrift is fncilitoted, and 
mutual credit developed; the fortunate ones obtain the 
lump sum early in the period, the least fortunate at the eno. 

I't is obvious that this system may easily be developed, 
and the Nidhi or Loan Fund is precisely such a develop¬ 
ment on the lines of the English and American Building 
societies ; the matter is moro fully discussed in the chapter 
on ‘Nidhis.’ The‘chit’ system is said to bo loi’gely 
developing in Tinnevelly and Malabar; this development is 
a matter of groat promise as an evidence of the power and 
wiUingness of villagers to combine in saving and le^mg - 
it requires to be cautiously stimulated and guided so that i. 
may develop into a village banking system, m history 
of the Nidhis shows the need for such slimulation and 
guidance; a largo number have star tod and faded; many 
are prooeeding pn wong tracks, and there is a general lack 
of development whether jn extension or iu method. Had 
there been external stimulation and supervision, it is behoved 
that tho 140 existing Nidhis might easily at this moment 

have been 1,400 or more. , mv tu 

Tho subject wiU now be considered os regards (1) the 
classes who lend money; (2) those who borrow;. (3) the 
purposes for which loans are taken; (4) tho purposes for 
which they are given; (5) the methods, rates, and periods of 

ci-edit; (6) the results. ,.v. i. n 

27ie Jeweftfrs.-—Generally speaking it may be said that all 
who have spare wealth-money or grain—lend it; retired 
officials, pleaders, shopkeepers, professional money-lenders, 
and, above all, raiyats. As already mentioned, the last- 
named class is tho great lending class in this presidency; it 
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towns and large yillages and in eertaia tracts 
jsional lender is of importanoe ; village credit is 
granted generally ty vUlageis, mostly rai.yats. One poonliar 
fact appears from tlie tabulation of more than 3,000 small 
cause suits throughoirt the pieeidency, viz., that the small 
ioan-s below Its. 50 are lent as follows: by Brahmans 17 per ■ 
cent., by Chetties and other Taisyas 27 per cent., by 
Muhammadans 7 i per cent., hy all others about 48 per cent., 
the number of retired officials probably accounts for the 
relatively largo number of loans by Brahmans. 

The olasses of lenders are (1) masters to servants, (2) land¬ 
lords to tenants, (3) raiyats to raiyats, (4) sowcars to olients, 

(5) brokers to producers, (6) cattle-dealers to riayats, (7) 
cloth-sellers to buyers, (8) ahoi»keepers to bhyers, (9) 
domestio and petty lenders. The first class will bardly —i'ot 
tho present—ooma within the scope of banks ; the case is 
that of labourers, often anoestrally labourers, who work for 
the eame masters from year to year; they receive small 
sums from time to time for marriages., &c., and the advanoos 
are—probably purposely—so airanged that the labourer can 
seldom free himself from servioe, though nominally hired . 
by the year ; it is a form of contented and almost volimtar'y 
serfage. It is not banks that vrill elinainate this form of 
money-lending. 

The second is the help frequently given by landlords, not 
merely directly in loans, bxit in irnproveinents, in delaying 
olaiTiis for rent, in lending cattle, seed, 4Sto., under the 
vaiious forms of metayage. This form again will not, he 
Hlfected hy banks; it is a function of landlords everywhere 
and a regular inoidont of the relationship, where the tenants 
ai'fi barely above the ordinary labouring ola.ss and often have 
no lands of their own. The relationship, however; in the 
bulk of oases is that of metayage, vrhioh exists in every 
form known in Europe ; sometimes tho tenant is the richer 
and farms his poorer neighbour’s land; more often tlie 
tenat\t is landless and is dependant on the landlord foi cattle 



aad seed, &o., between the two exirouxoa there a variety 
of methods. Tins credit cannot he touched by banks; it ie 
a social relationship. But in one fom the metayer or balf- 
yiram lelatlonship in not a form of credit, but the result 
of joredit, via., when a money-lender has obtained a usufruo- 
taary mortgage, in which case be usually lota it out on ■v&rain 
to the mortgagor. This case will be affected by banks. 

The third class of credit is that most frequent in the 
ninfassil, especially iu tho Tamil districts. The table of 
registered loans in this appendix shows that' of mortgage 
loans about ‘35 per cent, were granted by raiyats in tho 
Anantapur district, while in Tinnevelly no less than 84 por 
cent, of all such loans were granted by raiyats, of 
Coimbatore coining nest with 78 per cent. Bo in the Case 
of loans on simple bonds; in Bollary only 29 per cent, 
were granted by redyats, while in Coimbatore 79 per cent., 
and in Tinnevelly 77 per cent, wore so granted. In 
the whole, presidency, typnlied by ten districts, just two- 
thirds of the mortgage loans are granted by raiyat lenders, 
and seven-tenths of the registeied loans on. simple bonds. 
(8V table of 83,000 registered loans in another part of 
this appendix.) This is a very remarkable and interesting 
fact, and places the character of Madras indobtodness, 
especially in tbo Tamil districts, in a position wholly 
different f(om that of the Deooan; if the money-lender 
is expensive, ha is at least a raiyat and not a foreign 
usurei'. It will be seen, presently, that the Madras lending 
in general, though expensive, is hardly usurious in the sense 
of being the result of calculating greed and opportunity. 
In many cases, however, it is exercised usuriously in order 
to gain possoasion either of coveted land, or of inhuonce; 
it is in thi^ latter way that much moral evil results, the 
influence being often exerted for faction purposes. 

,! As regards pelaonal credit, also, it is certain that this is 
ofiiefly graatsd by raiyats to raiyats. The table of register¬ 
ed bqnds does not bring this out, for the credit in question is 


-VeWorn evidenced by regular bonds, but is oral or covered 
only by obits or promissory notes* or by eutiiss in accounts. 
This lu especially the case with the umvorsal grain credit 
system: it will otten be fouiKl that while a large proportion 
of the raiyats of a villRge owe debts in kind, not a measure 
ifi owed outside of the village* Village Mutual credit 
asBooiations on the Eaiffeisen and Sohul^ie-Deiitzsoh princi¬ 
ples will, simply systematize this useful form of oredit, 
•make it co-operative instead of mdividual, and immensely 
improvo the terms of credit. 

The fourth ciass is that usually coniomplated when speak- 
mg of mufassil ciodit and indebtedness; further details will 
be given under ‘ methods, rates and results/ In the Tamil 
districts there are classes who are fully equal to Marwaris 
in keenness, but owing to competition among such 
dassos, and to the fact that, for ordinary purposes, the 
raiyats a.re largely lenders among themselves, they have not, 
as a class, earned the evil reputation of the Deccan usurers, 
and no serious exploitation of the raiyats is heard of such as 
is depicted in the Deccan: correspondents usually describe 
the Tamil professional money-lender as possessed of no 
special influence unless otherwise influential; there is of 
course lending at high interest and much local and indivi¬ 
dual hardship caused by greed, but the sowoar does not 
enter as a dominant factor into the daily life of the general 
Tamil population, or become master of thp labour, lands,, 
bodies and s^ivices of whole classes of raiyats as in the 
Deccan and parts of the Gedod Distriote, except where he 
has obtained leases of villages from zainindars, or in and 
near his . family head-quarters. Banks should largely 
replace those men. 

The fifth class is thrA of brokeis and pi'oduoers. Prob¬ 
ably the heaviest terms in the way of interest are found 
in this form cf credit. The broker is not necessarily, as 
ho seems to he in Northern India, CBpsoially in the wheat 
countries, the village money-lender who deliberately gets 
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prjwer in order to ooinma:ml the crops of the raijats for export 
prirpoees, but is often a mere trader or the agent of large 
, merchants who sup^ply the European or other 

export firms f tha-^e are oliiefly found in the trav^ts of sjx^oial 
produce, such cottoti, jaggery, indigo. The immeiitoly 
valuabh black cotton tracts of the presidency are exploited 
by these men; the palmyra tracts of the exti’eme south are 
chiefly worked by them, including many Muhammadans, bo 
that the Ignomut Shanar population gain litt'o by the im- 
moDBC increase in prioas and demand. The. Baiffeisen,' &o., 
associations could entirely eliminate this form,of usury, and 
obttdn every inipee of legitimate profit for their own members. 
If banks are to succeed the;? must he so organi^sed as to {/ske, 
up prodaoo brokerage, at least in the ^^peoial produce tracts ; 
they must bo asaoomtions, not merely lending bauks. 
Eaiyats can seldom manage to dispose of their own cotton or 
jaggery direct to merohunts ; they must have midd.leman, 
and this “ daughter of the horse leech ” is ever grasping 
at more and more of the profits of trade. Associations 
and open weekly markets, much more numerous and 
thoroughly crganiKed than at present, are a necessity; the 
Avork of the foimor will I>cMietailed hereafter and has been 
described at length under the hot^ds of Eaiffeisen and 
WoUemborg societies and Agricultural associations. When 
weekly fairs, as to some extent in Ooirnbatoe, ai^e very 
thoroughly opoTiod and worked, a raiyat am obtain, by the 
higgling of the market,, a fair price for produce, bat then 
there must be the complement of the market, viz., a bank 
W'hich con lend the raiyat money for klet, &o., while ho is 
waiting for his crop to ripen, or for decent'offers in the 
market. When the cotton raiyat, especially in .^amindaris 
where the old kists prevail, must have money for orJtiva- 
tion, assossment, 4S;o., in NoA^oinber-January, while liis crop 
i:^ not picked till April-Juno, he vnm borrow, and he fallu 
straight into the middleman’s hands, and can no longer call 
his produce hiS own. 


The sixth class,is catib oivnei'S. In. 

the case of bwiiers of cattla the bargain .is hsually that 
■Vietwean landlord ancl teTiant, atjil is n form of metayage,; 
the land-o’wner lendF hlft cattle to tenttni on vai^jing teymr?^ 
wripjossod in shares of prodacc. The usual ploss of hvedit, 
howver, is that of the dealer; certain tracts are worked 
by p'MiiculflT dealers, who-supply customers with yoang 
oattlo on credit .at-very high rates, oalliug peiiodioally for 
instalmeats; if these are not ready, the debtor is coerced in 
a peculiar way by saddling him with the maintobanoe of 
duos or men in poesessioa, till ho ends by borrowing - the 
instahaent from a local xnonoy-leader. The mothoids .and. 
results will bo desoribod below. This class is very largely 
found in tho Ceded Districts; elsewhere a raij'iit usually gets 
cattle by boTO wing money at interest. 

The. seventh class is pretty gehjijrala great deal of cloth 
is sold bn crsdltby travelhng uaorchants who call for, their 
mstalments like Amctrioan pedlfirs and ftgonts- , 

The eighth class ill that of shopkeepers and buyers. 
The village shopkeeper is ofton an irDportent por®o:a ;:, he 
eupplips grain, &o., on credit at his own prioes, the jecord 
is sMy that of bits books, and his stpok la mpre, than 
replenished at harvest by the paymen.ta of his debtors ; he 
becoTOOS in fact, in many parts, b-: produce broikpri , The 
.Itailfeison cls-ss of S'oeieties could deal suooessfully either as 
credit or ns Agiicultural ugeooidiona with the last throe 
classes of credit. 

The ninth class embraces a variety of misoellaheou,? 
dealiuge bearing the uiost. usurious interest “ d la petite 
semaine; ” domestio servants—a very largo class—are usuaIly¬ 
in debt, and pay terrible interact; petty retail sbopkeepers 
hjiy goods from larger dealers or at markets, or credit, 
and pay absurd prices; or thoy borrow very petty Bnm ^ 
from lenders to buy e basketful of goods, the amount to be 
repaid at next market doy, with, interest sometimes amounting 
to two anpns per rupee per week or B50 per cont. „pef aaaun).. 
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This olasB also includes ofiso ox p^til'y coutraote^ 
BX'ti&tinB &>ud othetB who Tborrow for jwoliase of taw 
iiiafeml, are now charged heavy rates for the 

aocommodatkm- Loan sooieties of the Schakc-Delit'^^^^ 
pattern are those Specially intended for all those falling 
under this'claa% ' ■'. 

T^e no raij^at who at one 

time or other fchs hot Tborrowed* That a tnan ii rich or 
lias Urge lands is hothingf, h merely means — 

oorrespondoxifs idate' and experienoo pfoves-*'-that they can 
and do borrow JiiOTo hirgely; soomi custom them to 

make a larger and disproportionate show* on many oocasiona 
se| 0 cms wall crops iip j ; spendthrift members 

dissipate and impraclent ohes horiow raBhly; there 

:h.re many descondants of high family in the Oautery valley 
•whoso cxtenBivo estates, have decupled in 

value by railways ft by rise in prices daring the last thirty 
yeaxs.^ hut wlio do not know whei^^ to tn va for the Gotorn^ 
Eient kist hhd whbso lands ate mortgaged to the last rupee. 

It may he aaidv then, that all laiyats at oihor, 

even, the lend^s themselves, hecome borrowers. Many 
moneyriejaders themselves trade partly or gonaraUy on hor- 
ro‘w^.d capital; these aro the w^orst of ustir^ts, for they have 
,to inake a . livelihood after paying heavily for their capital. 

Ikit of raiyats habitM^^ only by means 

of hoVr owing! lhay ootdd nob begin to cultivate wdthout 
borrowing seed, cattle, grain for maintenanoe, &o;> bo th^^ 
theh crop ia pledged in advance ; they are thus in the worst 
cases little more than tenants of the lender who can pr(j^ 
Boribe what crops they shali gi’ow xind demand what temi : ha 
pleases, so that oh settlement of accounts the cultivator has 
litila to go pu 'with, and must again borrow; in famine yoaT,-^ 
these men have pmoticfally no resource, having no actual ties 
with others, such as those of tenaiit with landlord, servants 
. with masterH. The immeBBe number of the^e may bo 
: Judged Irom the fact that about 86 pjet cent, of the Madras 
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"miyats ptiiy less than-lis* 10 and on am average Rs. 4 a$ 
ai 53 estoentr l£ banks or credit assooiatibns cannot reacitu 
tbose^ a linage proportion of Madras agriculture must romaiu 
degiraded aiid a fer larger lym^oxlion oi agrioulturists rnusif 
ever xemam in poverty, ignorance and bondage, 

(8) The purposes for which credit Js are as 

■'loEows-t-- 

(1) Cultivation expenses (cuTrenfc), including purohas^^ 

of seedymaurn’e/&o.; 

(2) Purchase of cattle, implommtsv 

raw material,, &a ; 

(8) Purchase of land; , ,, 

( 4 ) Ijuprovomeiifc of lands (irrigation drainmge, 

breaking up waste and weedy cotton lau^^ 
plantiBg of oroharcls, itxoludmg improve^^^^ 
menta to existing works; ; 

( 5 ) Reliex from prior debt 

(6) House building and repair ; 

( 7 ) Atd vanoes for enteTiiig into OQutraets, amall trades^ 

security to omploywe, &o., 

. (8) MaiBtenan<3o; ; 

( 9 ) Faymeut of Government d^os, rent, (fee, ; 

(10) . Mi?.rrmges and other social events including the 

borrowing by bridegrooms of money for orna¬ 
ments, &o., to be settled on the bride ,5 

(11) Omamonis and other tangible luxuries; 

(12) litigation; 

( 13 ) Ednoation (amongst the higher classes or castes); 

( 14 ) Unproductive or extravagant expenditure. 

The tables |n’e}>Hr<?d for this report only show part of the 
borrowings. In the table of registration statistics it v;ill bb 
seen that, aocoi'dlng to the distriett^, eight or nino tenths of 
the borrowers upon mortgage arc ra^yats, exebpt in Ananttv 
pur where the proportion is 63 per cent, of the borrowers; 
upon rogitetered bonds, only six or seven tenths aro raiyats,. 
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taUe show^g myat^ and nriltivafeors 

jure for only 64 por oont. Theso tables, howeve^, tejl. 
nothing of the B:iass of small,village loans which soMom como 
to Oaart, but rocn on frcia yiear to year; or of the grain loauen^ 
whioli fom by far the largest number of loans, and possibly 
aggregftto a greater annual: value than any other single, class 
being uniyersal throughout the country, and the general 
cui^tom in every' 

' Frhni’the of registmtion statistioe in this appendisc, 
it will be seen that by fai’ the largest item, usually 
approaclutig half the iiumbor of loans, is No, 5 (seitloment 
of piior debts), and probably a large share of the loans for 
which no puTposc was stated is duo to this item* Probably 
the ithm in the table dees not mean genoraily a loeri from 
€iao per 3 on^>r bank to pay off a variety of other debts, but is 
iawely a settlenxentof account between the creditor and deb¬ 
tor ip whioh the creditor desires more tangible security than 
has bitliorto between given; it should bo road with the cohimu 
catblcd‘renewal of debts*' lu these cases the mortgage is 
the test stage on the road to niin ^ up to a certain point the 
creditor is content to loud upon the geueroJ. istatus of tlio 
(lobter ; beyond that stage ho inquires a mortgage. This is 
prooiscly tho easq in all other countries. 

Item No, 10 (maiTiages, &c,) acooimts for a large share— 
ono*‘eighth--cvca of registered loans, ospoomdy in xSalem- 
Bollaxy and Kistna, Moreover a largo number of the ‘not 
stated/ leans should probably be credited to this head, 
especially in (listriotB where the item appears small,.; 

Item No, 4 (improvomente of lands) appears for only a 
very trifling porf^entage (l.| per cent.), though such loans, 
of considerable size and for considerable terms, are 
granted usually only upon mortgages or registered bonds, 

- Item No, 3 (puj^haae of lands) .te not inoonsiderablo, 

, i?ut this table shows only the transactions bused upon 
regular documents, while hy far the greatest amount of 
botrowiiig is either upon no doouinent or upon moro 
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^'{>ii>Ttiiif5Sory or o^tej.or entrio.^’iu tlie leude^-'o 
. ■^nsuoL. ’borrowings, Iteats No. I (eidtivati>.a 
(j^nroliaBe qf eaM No* 7 (advaricGs for srnaU GOii- 

tvaots), N 0 ‘ 8 (mamteuaiioq), No* 1) (paymonfc of k;iats,; rent;i, 
fonu the overwhelniing zuhsa. 

An isf-oportaivt fact is suggestod hy the ahove.^ by the oor-* 
respondenee, and by OJs:pGrie;.iio 0 , viK., that land imprOYeiiaoBt 
flehloBi lound,. exoept in two or three distnotjij.as 
of borrowing. who tray ergo the districts in their 

lengih and bi’eadth know hoMr I'arely agricultnral improve** 
ments ai‘e fjarriecl out; even thci diggingvof v/ells is 
0 WJU in Coimbatofe, as oompaj'ed with area* But'in Qbim- 
batore and iu Tinnoyelly it is stated that the raiyat$ proper 
seldom dig wells till, thej^iave saved grain enough to pay 
the Wudrlersj they do not borrow, pnlosa theh stores run 
put beforo-completion, of the work, for it does iiot, pay/t, 
..geaemily, borrowed .capital One e:sperienoed 

Deputy Oolleotor of . Tinnevelly stated in answer to thy 
Madras Agricultural Ooinmittee that t'^he has 
novor met with cases of private loanisi .for purpose of lapd 
itn.pr.o%’'emont; the- da-ngera of “ borrowing arc yi'oll under¬ 
stood; the vclasB who would improve laiicls^ w 
improvemente rather than encumber tbelr 
other replies to the samo qutuues as to the methods and 
0 :f land improvement stated that these were few and feeble 
o;c “almost, that '‘‘it is not oared for, not being 

fiuffloiently remuxreratiye’' (that is, of course, at jjresent 
prices of capital) , that well-digging and brealving up fallows 
.are the only gGiieral improvements* Similarly in ^ the 
answers made tp queries in, the present enquiry, many 
correspondents do not even mention land improvement as a. 
oaude of borrowing. ' Dewan Bahadur Baghunatha Eaq 
Guru says that money i» borx’owed “ at times for sinking 
weJla ; this, however, is very raro/^ 

, There seems no general desire for improvements and what 
there i:- , is checked by cho dearness of money and . by 
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<)t‘ borrowing, say, Kg. SOO, upon a field’woitli, 
when unimproved, perhaps lls, 30, but which after improve* 

: juent Vbo^ w but may also L? 

\vMh nothing owmg to f/dluie of the 

If tWa absolutely ueoMarydeYdopm of agriculture is tp 
yl; be rpucheuedjrit can only be by olieapetuug credit, by etimu- 
’ ;';rV' ^%ht use of it and by a system of insurance a-gabst 

lOaisi adding fmoh aiinngementB ils shill puable uriimproYod 
Ifind to he safely takoa as aecurity for the improvement pro- 
.; posed upon it ; this, except as regards insurance against 
' failure, 18 done under the spebml .Well Kiiles, and the 
method is habitaaliy adopted by the Ilaifteisen fiooieties, and 
ituis the objoot of the K?ompagn:ie .FoQokre/ started as a 
subBequent adjunct to the Credit Foncioi of France, 

It is further to bo remarked that money borrowed for one 
purpoBO, improvaments, is froquontly misapplied; this 
^ is expressly stated in the oorrespondetice, and is one of the 
diffiniilties with which money lending has to contend; 
money nonunully borrowed^^f^^ for cattle is spent 

on a marriage, and the lender sees his eecurity proimib 
Isssened, if *not Taiush. This is precisely the case in 
ISurope, and several classes of sooietiesard expiesslypro'Tid- 
od. with methods to combat this tendency. 

Furpom for are f/iven . —These of course 

coKespond with the x)urpose8 of the borrower. But there 
are other reasons of the lender^s own, e^gsy io oltain 'posses¬ 
sion of lands or a prcponderuting claim in the management 
of an imgatioh source ; to get command of crops, so that, 
aa br.^ker, ho may be sure .of fillmg his contracyt with 
inerohants; io obtain local influence for purpose of 
faction or for mere golf-aggrandlze^^^ These are reasons 
additional to the ordinary purpose of gaining profit, and 
that profit as largo as opportunity i)ormit8. On the other 
hand, as between raiyafc and raiyat, credit is often a mere 
Mondiy^ documents or accounts based upon 

village j^pod feeling, local knowledge of chai'acter^and doius 


■ 'ftja4iOveu. onstom; it is not so long ©von in tMa presid-onoy 
■^uco tho revenue default of one nayat waa regularly inade 
good by Ms co-villagers. It is this survival of oomrauual 
feeling which will go faj.' to admit of Mutual assooiatione^ 


Melhodif Malea, Size of loam, JPerioda and iMeauUa- 


, The methods by wMoli the money lendoi^ obtainf , 

and kocj'S or ruins clients need not be deaoribed ; the pioturea 
drawn by oon'oepondents are preoisely paralleled by the 
writings of economists in Europe. It is simply, the raedee 
of granting credit that will be mentioned. These , are (1) 
by oral oontract without secmity; for small Bums only 
■and generally by one raiyat to another; (8) by un- 
.stamped chit, also by raiyata, for smatt sums; (8) by 
entry in the lender’s accounts; this is usually by sowoars, 
traders and shopkeepers; (4) by protniBSory note;; (5) by 
simple bond with or without security; (6) by simple morh- 
gagp-> ('i') V mortgage with possession, usually betiveen 
raiyats, seldom between sowcar- and raiy'at; (8) bjr pledge ,'d 
rnovetibles ; (9) by advances on growing crops, usually by 
raiyats and broker; (10) by aooouut current. The above ore 
for money loans only; grain loans are given by raiyatfi, 
sowoars and shopkeepers usually without .formal documenhs 
by raiyats;! by account current or entry in the lendcfB’ 
nooounts in other cases. . 

When money is lent, repayfftoht may be in money or in 
produce •- the latter is the ease, when the lenders are brokers 
ns well fts lenders; the vast cotton and iaggery trades uro 
very largely, if not generally, carried on by advances made 
by middlemen with a view to securing the crop. , 

‘ When grain is lent, the return is usually in giMn ; this 
forms the stock of the lender for subsequent loans 

It is said that the great bulk of petty rural, short term 
loans ar© either oral, or on ordinary promissory notes ; Jf 
tliA borrower is not of good status, s-g-, . if his laud is scanty 
and poor, his character somewhat improvident, ha is fre¬ 
quently obliged to bring in a surety who iointlj- signs the 
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*io#iQont ; up to 20 or 30 per cent, of the value of a 
borrowers property mortgago deeds aro not roquired, but 
when thci aggregate amounts to above that sum, varying^ 
of course, in each case, the lender demands a mortgage deed. 

It will he eeen then that in many cases the n)ortgp.ge 
represents the last of a series of transactions; in some 
districts, however, as in Tinnevelly, the mortgage is abused, ^ 
being a mere means of obtaining short-term loans of six 
^months and less. 

—This very interesting question is full of diiiicuity; 
(he actual rates and the conditions that determine them vary 
in every district and in every village, and for the classes of 
borrov/eis, often of oourso with the individual, and aocoiNi ' 
ing to the nature of the security, and ofteu according to the 
intended use of the loan. As shown above, loans la petite 
seraaino ” in the case of petty trades may amount to 660 per 
cent, pQr annum; this rate of course is rare, just as the 
2,000 per cent, mentioned by one Irish writer, and the 730 
and 1,200 per cent, in an Italian Manual on Popular Banks; 
hut one, two and even four annas per rupee per month or 
75 to 150 per cent, per annum are well-known rates among 
servants, petty traders, &c. 

The following is an example of a money-lendor’fi usurious 
loan for a marriage; it is taken from a suit of 1892 in a 
District Mimsif’s Court. Three brothers required a loan 
of Its/85 for a marriage; they owned a small area of poor 
land. The loan was granted on a siraple bond ; Es,. 4 were 
deducted, as commission, and no interest charged for the 
first six months; if not paid within six months, 100 per 
cent, per annum was to be paid. Of course, as the lender 
knew, the money was not paid, and in three yews tho 
borrowers owed Bs, 85 as principal and Es. 255 as 
simple interest. The creditor generously sued for Es. 200 
■only and costs. The rate was treated as usurious. Here 
the necessity of the borrower and the mproduotivo use to 
which the loan was to be put, obviously sent up the interest. 
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,' Tlti following is,per cmtra, an illustration of the risks run 
by monoy-lpnders wHch. lead to high rates: a Mafwari of 
one district lent Its. 8,000 on the mortgage of lands in the 
neighbouring district^* the loan ■was not repaid and a suit 
■was filed. Meanwhile the borrower allowed the land reronue 
to fall into aiiears; the land was attached by the tahsildar 
and eirentually sold for loss than Rs. 300, free ofvncum- 
hrances, according to the provisions of Act II of 1864. In 
snob, case, had the sale been confirmed the Marwari would 
have lost his capital. 

The following table is based on registration data; it is the 
result of an exanaination for the purpose of this report in 
ten districts, of documents relating to about 76,000 loans, 
chiefly agricnltnral. Typical villages wore selected by the 
Registration officers in each circle examined, and the periodl 
is that of the three years ending 1891. The full table of 
the results will he found further on in this appendix . 
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The chief points of interest are (1) that in mortgages 
about three-fourths bore interest between 9 and 18 per 
cent. *, (2) that the mortgage loans below Rs. 100 paid oon- 
siderably higher average interest than those above Rs. 100, 
about half of the former and one-fom-th of the latter paying 
nhovG 1‘3 per oent.; no less than 18 por cent, of the smaller 
loans paid above 18 per cent.} (3) that simple bonds on 
good personal eeouvity paid lower rates than small mortgages, 
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than 66 per cent, of the former paying rates not; 
abovol2 por cent, as against 48 per con^. of the latter. 

The next table is compiled from an examination of 3,167 
bmall cause suits in the Courts of District Munsifs and 267 
in the Courts of Village Munsifs for 1894. About 100 
oases in each of 32 District Munsifs’ Courts was tahen in 
consecutive order, not selected, half of them being for sums 
balow Es. 20, and the other half above that suni, 

Tabk of remits of the examinatiGn of 3,167 of small cause suits in 32 
Ootirts of District Munsiffs in 1894. 
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It will be seen that of the borrowers 64*18 per cent, were 
cultivators, 14*63 traders, and 21*19 were “others.” Of 
loans b^lpw Es. 20 no less than 41*67 per cent, paid less 





























































than 12 por coni and 39*94 between 1.3 and 13| per oani : 
in other words sovon-tenths of the loa.ii3 bore Interest at 
between 6 and I8J per cent., v^hile about two-tenl/hs paid 
interest above X8J and bv^Iow per cent. A.b expected, 
loans above Jts. 20 and below Hs. 50 paid Somewhat lower 
interest, 82*58 per cent, or above eight-tenths bearing inter¬ 
est between 6 and 18| per cent, and only 12*67 per oeni 
or one-eighth pajing between 181 and 37| per oeOt. These 
figureB, though they show* hig^h inteiost, do not display that 
grogs usury of which so much is heard, and it is to be 
lemembered that they are in no w'ay selected cases, but 
claixnfl made all over the presidency in the ordinary courfio 
of business, and taken simply in the order in w hich they wer^ 
recorded. They diffor very widely from the results of many 
hioney-lenders’ suits as published in the English news¬ 
papers, and as recorded in oei'tain recent articios (1894) in 
the PnU Mail Gazette and in the New Ireland Beview (July 
1894). and in many periodicals, reports and works relating: 
to the European money-lender, where interest at 200, 60C, 
730, 1,200 and even 2,000 per cent, is spoken of, while the 
fihopkeoper in his capacity as supplier plus lender is repre¬ 
sented as charging immense credit prioea upon goods often 
poor and adulterated, with excessive interest upon the 
unpaid accounts. 

Nevertheless the rates in the tables taken as instahces of 
the general rates of the presidency ore far too high ; it is 
impossible that raiyats can thrive with credit at such prices, 
even assuming that the transactions are all fair and open, 
which unfortunately is not the case. 

For a presidency with a highly-olvilized administration, 
a stable and equitable Government, and internal peace 
practically unbroken in the contury, communications of all 
olassos--railways, roads, postal and telegraphio—fairly good 
and far bettor than those of Europe generally forty yeai’s 
ago, and than in many parts to this day, a settled law and 
good courts, a peaceable, steady, and orderly population, a 
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ext^ma^ a moroanffiie class of «» lll 

miiom nowhere eurpassed, a surviving municipal or oom- 
miuial life of no mean stability n why is it that credit is in so 
rudimentary a stage and why are rates so disproportionate 
both to the settled condition of the country and to ite 
needs P 

The latter quostioxi must probably bo answered by the 
fomer ; rates arc unduly high because there is, no real 
banking system; money-lending is not banking, and the 
indigenous system of bills (hoondies) is not credit, but mere 
mercantile exchange i hence credit is bas^ not upon the 
rates of the Indian market merely, but upon those rates, 
the influence of custom, monoply, opporfciinity, the stint 
of papital duo to the absence of the deposit-collecting func¬ 
tion pf banks, and the risk and trouble of making,, booking 
and oollooting small loans. But experience, as noted in 
these studios (see specially the results of the Italian Wollem- 
.borg ljoan societies), shows that local banks can lend at 6 
per cent, where the local charge of the usurer is 60. 

On fcho rates themselves in the first table many cxidona- 
tious are needed ; (1) bonds generally contain penal clauses, 
■Stipulating for additionai and heavy rates in case of default, 
and for interest upon interest; (2) these documents, especial¬ 
ly moi^tgages, generally represent not a mere individual 
- tran^aotiou.. but the result of a series, of whioU previous 
intG;rest and compound intGrost are large and often chief 
factors; (3) discount or ooiranission is frequently deducted 
in addition to the interest expressed; (4) the interest is 
often deduoted in advance to the advantage of the lender ; 
(5) imder the'Kanthu’system gi’eatly in vogue in some 
distriots, Salem, the interest for the fidl period on 
the f ull Bum is deducted in advanoe or a premium is added, 
while the d^bt ia repayable by instalments, usually monthly 
over ten mouths, no, countor-interest being allowed; in this 
wa); ip per cent, nominal approaches 20 per cent, actual. 
, The varihtions in this system are, of course, numerous; the 




I iastalmentB may bo daily over £00 days 6t montWy 
three or four montbs; 20 are borrowed, 4 added 

premium, and the whole made payable in four xnoBthly 
inetalmehte^. a very rate of interest; (6) the 

mount is froqaeatly overelatod; (7) there are iiumGroaB 
. unexpressed services and dues wiiioh custom reqwos of the 
debtor; ^presents of fodder, 
fioiTioas in repair of services in faction disputes 

and in the giving of evidence; - ; > 

^ On payments in produce it fa noteworthy thof 25 per cent. 

. is the reg'alar, almost universal, addition demanded; it is 
itno that harvest prioaa are those of seed time 

vas regards food crops, but, the loan 

six months, while, as a matter of fact, the lender either 
stores the gi’oin for a few months till the market is again 
high, or he lends it once more to. the very same debtors. 
I’lio fall in prices is not the only reason, fcoweTer, for high 
the reasons are (1) that grain sometimes deteriorates 


rates 


in keeping, (2) that the transsotions are small, (3) that the 
lender, if not a co-raiyat, must watch the borrowef shai’ply 
and insist on payment at the threshing floor j if once 
removed, the lender’s troubles begin ; (4) that the rate is a 
aaattiw of custom, the origin of which is immemorial. > ’ 
It is saici that grain for seed is always repaid with larger 
interest amoimtiog, frequently |o cent, iwr cent.; this is 
partly because seed grain is, pr is supposed to bo, of good 

; quality, partly because the amount is small. 

; . Again, while returns of food grains are moderately—so to' 
say-"-in excess of the loan, those of special products are 
often ruinous; on tho pretext qf guarding against a fall, it 
is common in tho cotton tracts of the south to lend Its, 10 in 
November. January on condition of i eceiving a pothi of 
oottoa at harvest in April-June ; the pothi is never worth ' 
If . rlthan Rs. 15 andis often Es. 18; hence the cotton raiyat, 
fairly prosperous peasant, whose orop very rarely fails, 
with his crop moreover usually in good progress, and settled- 
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Wmary at all OTents, with good cattla and valuable land 
as further securities,’ has to pay lis. 6 to Es. 8 for tho use 
of Es, 10, i.e., 50 to 80 per cent, for six months, or 100 to 
160 per annum. This i.s simply due to the nuddleinan 
system which is a custom ; the middleman may ho another 
raiyat or trader. In the jaggeiy tracts of Southern Tinne- 
veily advanooB are made against jaggery on stiU higher 
ierms, for the Shanam are ignorant and poor. It is perfectly 
Oieax’ that rates of interest have very little to do with market 
rates; they are the product of custom, monopoly, opportunity 
acting on ignorance end inahility to combine. 

In the matter of cattle credit tho raiyat is doubly hamper^- 
od. First he buys young cattle at credit, i.e., at very high 
prices; he has the liberty of paying by instalments,- and ho 
pays high.for the privilege; if the cattle die he bears the loss 
of coarse. On the appointed dates the dealer’s agent calls 
for the money; the raiyat* is frequently hehind hand; by 
custom ho is then obliged to feed and shelter the agent till 
he can pay. Failing speedy payment a second agent ia sent 
and perhaps a third, till the raiyat in despair resorts to tho 
local money-lender and raises a usurious loan to pr^ for 
animals bought on usurious credit. This practice obtains 
specially in the Ceded Districts, and the some is told of 
cloth trader’s in Chinglcput and elsewhere. The coercive 
process is doubtless a modification of the old dharna system. 

High rates are of course duo partly to bad security, and 
to uncertainty of recovery; one reoson at letist why sowcam’ 
charges are higher than those of raiyats is that the money¬ 
lender is often resorted to only when village credit is insuffi¬ 
cient and exhausted; another, that it is often for unprofitable 
expenditure; another, that a raiyat is often ready to cheat an 
outside lender, whether Sircar or Sowoar, if he thinks he 
can do so^ while the villago system prevents his attempting 
it iivitli co-viU(jger8» 

In the method of recovery it is notorious that the expenses 
of the Cpurts and the chances of evasion, delay and bad 



:::are so ooBsiderable, that tho lender is forced to dfaconat 
these risliB by a bJgh insniTanco rate. There are many neoes- 
sary expenses in goin^ to Court which cannot appear in the 
bill of costs, but which nevertheless must be paid for in time 
.nr money, while it is not uncommon for tho raiyat, espocially 
under th (3 ill-advise of a low class of so-called pleaders, to 
practise cyery evasion which may delay or reduce the lender^-j 
chance of reooverj^ 

This is extremely small as a mlo; without 
going into details it is obvious that when 335,321 morfc* 
gages average Bs. 191 in individual amount, about half 
averaging Es. 342, and the other half only Es. 44, tho loans 
arc amongat the emallest in tho world; allowing for the 
difference in the value of money they are very comparable 
with average loan values on rural mortgages in France as 
asoeftained in 1841. 

But these arc all mortgages and teach very little as to the 
' mass of ordinary eroflit. This is known to be in very petty 
suras or quantities, often only a few measures of grain or a 
rupee or two at a time, the whole aggregating, perhaps, 
Ils. 20 or Es. 30 in a season. The'immense mxmhev of suits 
in the Village Courts of this presidency, averaging annually 
above 60,000 and all necessarily below Es. 20 in amount, 
and the numerous similar suits' in tho Courts of District 
Munsifs show the petty lutaro of much of the business ; 
many o! the suits are for sums of below Es. 10. In this 
matter the table of about 3,000 srhall cause suita which will 
be found in this appendix may be consulted; many hundreds 
q£ those below Es. 20 were for sums below Rs. 10, In fact 
69 pe?: cent, of all the civil suits of this presidency, exclusive 
of those tried in Village Courts, and 69 per cent, inclusive 
of such suits, are below Es..60 in value, while no less than 
46 per cent, inclusive of those in Village Courts are for sums 
below Es, 20 inclusive of the interest due. Taking four 
Nidhis of the Ceded Dhatriots, partly urban, partly rural, as 
examples, it is found that out of 1,332 loans .p^ simple^boads 


Sr ' ^omieisory ilotea, 61 were for siiriiB bolow Es., 10,23 
rb^ een Eb. 10 and Eh 26, and 458 bet ween lis. 25 and 
Es. 60,; more than half, therefore, were for snmf; of Ea. 60 
or under, altogether irrespsOiive Of tho Humorous small lot 
loans usually of BH. O or rw. 10. Bemembeiing that it is 
not generally the poorest olassea that join theao Nidhis, the 
extrotne smallnoss of the mass of rural loaus may bd- 
.^•auged, 

jf'erYodn of tlk loam .-— This ia a liiost important item in 
oonsideriiig the effect cd loans; mortgages upon demandhf 
ter ahoi t terms are \Oi* may be real engines of oppression ; 
they must be te|aently renewed, -where the oos{ of stamps, 
writing fees, v.dtnesses, registration, Ao., comes to n vhry 
large sum, wliile they can be uaod to coerce the debtor into' 
signing any terma cii the eonolusion of eveiy ponod. It is, 
rrxoreover, nbaurd to espeot anyloan, even for land improve¬ 
ment or parohase of oattle, to replaoe itself in one or two 
years. Hence when it ie seen from the table of registration 
statistics in this appendix that the bulk of all registered 
loans, whether mortgage or simple, either on demand or for 
periods of one year or less, the significance of the fact to the 
borrower wiU be appreciated . In Tinnevelly nearly 9 per 
cent, of the moi-tgages, espeoially the small ones, aro Tor 
periods of six months and less, and nearly, 66 per ecut. am 
for periods of fimi six monthe' to one year thence two- 
thirds of all mortgages aro for less than one year. In South 
Arcot nearly three-tenths (28,| per cent.) of the mortgnges 
are on demand; in North Arcot four-tenths, iii Nelldro 
sevon-tenths, ia Bollary eight-tentbs, whii. these figures 
should probably he increased by adding in those for which 
no . tern is mentioned. The avenrge term for mortga.-es 
without po^Qssion is about two years, and with possession 
about five years. 

All ordina^ village credit is for a tezm not exceeding one 
year, all grain .loans beb.g understood to be fo.r sk months 
or the full length of a omp season. ’ 


' EesuUn.--~y7h’imev th’o difEeronoba in, opiftion. of corre- 
spondenfca as to th.© exact rates ' charged, there is noao that 
tb-o .Tcsults of horrowiag ate geuewb.lj' of little, profit though 
Jioiibtless of supremo iinportanoe to tl-g! bon'ower. IProhably 
' this cloes not appl/ to the numeroua s-imaU trapsaotioha 
'between xaiyat and raiyat, to the borrowing of seed grain, 
niid SO on, thoxigh even herb accommodation is boavlly paid 


fbr; .but in general it is laeant that terms are so high ,tjiat 
once .in debt a -inan seldom thoroughly oxtrioates hiins^f; ■ 
so large a share of produoe goes to the leader, So frequent 
'arc short crops on unimproved land, ha^dy bird poorly 
oiiltivated, that even without actual usumyj ohoe in debt, 
always in debt, is the rule; tho boginning of borrowing is 
like , the letting out of water, and a m-ortgage is generally 
•ttie beginning of the,.'end of the raiyat’s freedom. , 'Tho 


general state of. indebtedness will ho disoussed hereafterv 
more fully, but the above description .of the credit systfems 
of Madras shows that ,it is .impossihle tq gauge that iur, 
debtecluess or the extent of annual borrowing with any, 
oertainty. There are millions of annual tran.sttotio.ris dl'which, 
the rOgistrationlEtatistios contain no. record,, which in faot are 
evidenced by no document, or at best by an illegal (un-. 
stamped) ohlt, or by a mere entry in aocounts vrhioh, ow;ing 
to the want of legal provision for supervision, are absolutely 
nuohooked. It is »also clear that there is in the villages a 
VB.st amount of tra3t~both confidence and credit; ” 


it is an 

imperfect form and cannot supply the greater needs of 


figrioulture and development, hut suggests a hopeful future, 
promising the possibility of Eural oredit and Agricultural, 
associations.. 

Correspondents paint the social results of money-lending 
in, very dark colours: greedy, unscrupulous, , fralidulent, 
powerful, the moneydonder is said to work c'fcliberatoly to 
got the raiyat into hie power., tq tomtjt him to borrow, to, 
avoid him when he is ready to pay, to press him when he 
is in need, to exploit him in every way; when in his 


the raiyat is hia jbauat keep hioi in good 

liTimour j ho baa to cultivate the products required by the 
mortgagee on the laltor^s own terms j he has to give Bervioea 
of all soi'te including those of false evidence if heoossary. 
Tliis is borne out as regards some localities by experience i 
some of the black cotton soil village^ of Anantapur were in 
a chronic State of riot and unrest owing* to the harassment 
of the raiyats, and their resentment at the usurer whose 
strong tower-like houses are oommon features in a village; 
the wet lands under the splendid tanks of the district were 
in soruo oases entirely in foreign usurers^ hands, and so late 
as 1888 one of the chief money -lenders of the district was 
murdered by debtors in open day on tho highway. There 
are, moreover, tracts in Tamil disteiets where money-lenders 
abound, and where they cortainly have been local masters 
of the country side; they have been known to compel 
labour, to turn, out the raiyats en masse for the duties of the 
corvee, to hold regular courts (k.ilttam) for the punishment 
of the refractory, aud as one himself is alleged to have said 
m a complaint of extortion and torture by an illegal kuttam, 
to conduct ailairs “in the good old Carnatic fashion,'^ 
Much of what is alleged is confirmed by the exact parallel 
found in Europe, where a change of name would equally 
describe an Indian scene. 

But whether tho clutch of the money-lender is as univer« 
sa,l or oven general as it is undoubtedly close, is a different 
question. Observers are apt to apply to the mass the oases, 
necesourily few, which come under their own observation, and 
which are the more distressing and exciting as they genei- 
elly relate to friends, aoquaintanoos, or dependants, or are 
the more noticeable because they happen to be, or by 
reason of jiartiality appear to be, extrv'jmely inequitable; 
exceptional cases the more prominent just because they are 
exceptional, are taken as examples of general pniotice, and 
usury .“hla petite somaine” an practised against men of 
little 0 tatur> property or credit, is quoted or accepted as 
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;ypi<‘ttl ol money-lending m general. For instance, some 
of tjio most indignant remaria bs to the monoy-lendecs have 
been received from tlio Ceded Districts, but they have 
nsually been from oorrespondenta whose immediate dealings 
wore almost entirely with the poorer classes, rather than 
with the general mass of raiyats, Usnary there is both 
BGVore and frequent, but the mass of the raiyats are not bo 
dependent on, or exploited bjs the usurer as is supposed. 

Fox example,, the mortgage is the culm mating form of 
credit by the usLU'er, and the following table for 1890-91 
shows that, compared •with population, the number of mort¬ 
gages In the Ceded Districts is insignifioant. Much UBuxious 
credit is practised without racourso -to mortgages, but, no 
luiyat is hopelessly involved, whose laud is not yet encum¬ 
bered, provided the land is or can be made worth anything ; 
much of the land in the Ceded Districts is very valuable by 
natu.rc, position and produce, and the mortgage condition of 
the districts disoloses no great number or amount of encum^ 
br^Dces. In fact, many bonds in Anantapur, as examined 
for income-tax purposes, bear only 6 to 9 per cent. intere>rt, 
and several money-lenders boast that neither they nor their 
fathers have over been in courtthey prefer to keep money 
idle rather than lend on bad security. Here, agaiu is proof 
that the development of security by asBOoiation i$ a neces- 
tjary preliminary to sound and abundant credit 
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Hence one-tenth of the population of the presidency has 
loss than one-thirtieth of the mortgages. It is noteworthy 
that annual presidency mortgages number only about I 
per cent, of the population; taking the average term m 















.... 

::: three years, this means that about 3 per cent, of the 
families, or, say, 15 per cent, of the total population, have 
eiiterefl into mortgage debts, so that, allowing for nTimerous 
urban ond house mortgagos, rural property is not heavily 
involved. Moreover, the tables of rates given above show , 
that the general debt, whether mortgage or personal, while 
bearing heavy interest, is not so cruelly usurious as Is sup* V 
- posed by many who notice oooasional, but, over tho whole ■ 
presidoDoy, too numerous onsas of grossly usurious oontracta 
and entauglomeats. 

The results of tho credit system in the matter of indebted- 
nosa will now be discussed. 

IndnUednesa in the Madras Fresidenq/.-^^Th.Q inedbteduess 
of the Madras Presidency is a Bubjeof on which little is 
known. Some holieve it to be overwhelming, applying, 
possibly, their reading of Deccan and other difficulties, cases 
which have come under their own observation, or their 
knowledge of special localities, to the general masii of the 
prcHdenoy ; othera regard it as n very moderate, if not 
decreasing burden. The following paragraphs will deal with 
such data as are available. 

’ In the first place, there are tho statistics of the Rogistra-* 
tion offices j the following table gives details of the transac¬ 
tions in immoveable property in this presidency ;— 
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The average value of all sales in 1890-91 was Ra. 183 
and of moiigages Bs. 194. 



































: Of the 335,321 xnortgages for 1890-91 (other years are in 
similar proportion), 101,850 were with possession. In the 
Tamil districts this is interpreted to moan that the mortgages 
are chiefly between raiyat and raiyat; the money-lenders, 
it is said, do not much care for this class. In the Ceded 
Districts, as in the Deccan, this does not hold good, hut 
then there were in the Ceded Districts (Kiimool, Cnddapah, 
Bellary and Anantapur), only 2,922 of this class or ^ of 
the total. Mortgages with possession are usually for longer 
terms than simple naortgages; slightly over half are for 
five years or less; about twelve years and 

upwards. 

The simple mortgages in 1890-91 were 233,471. These 
are, in most cases, of very short duration ; excluding those 
without term expressed, there were 184,114, of which 
88,769, about H or nearly half were of one year or 
less; 123,786 or about § were of two years and less; 149,904 
or nearly were of three years or less. 

The meaning of these figures and theii' bearing on Madras 
indebtedness will now be examined. If the average dura¬ 
tion of mortgages with possession taken a,s one lakh, he 
taken as five years, and that of simple mortgages taken as 
two lakhs a.8 two years, the average duration of all mort¬ 
gages will be about tliree years. 

Now* the value of all mortgages in 1891 was just 
orores; hence the total registered mortgage debt of the 
presidency existing at the time would be something like 
6| x 3=19| orores. It will not be far out, speaking 
roughly, if the existing Madras registered morigage debt 
be put down at 20 orores. No figures are available to show 
how much of this is urban; but, as the Madras town mort¬ 
gages alone were 30 lakhs in 1891, and mortgages are very 
frequent in towns, probably the rural land mortgages are 
not more than 18 or 19 orores. 

The following table gives more accurate figures for 1889- 
90 and 1890-91; the number of mortgages divided aooording 
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ltd tom {m later on in this appondijc) has been proourad 
^£3 bemg entered in separate columns “under one 
year," “ between ope and two years ” and so on up to “ .12 
and over ” Hence it is only necessary to multiply the 
number in ooioh column by the number of. years at tbe bend 
of the column and to add the results, to obtain the probable 
nuiuber of existing mortgages; on multiplyina' tbeir pro¬ 
ducts again by tbe known average value of mortgages, tbe 
product will be the gross mortgage debt of the country. 
There are, however, several difficulties: (1) the number of 
mortgages paid off before due date is unknown ; this is always 
considerable, and shouldjWro ianto reduce the number; (2) the 
exact mean duration under each column .is uncertain c.y., 
between two and three years, the bulk may be of two year's, 
or of two and-a-half or of three years ; the number of items 
Is, of course, immensely altered, according'as the smaller or 
the larger multiplier is taken. Accordingly the minimum, 
vi.-!., the figures arrived at by taking the sma’Iei, and the 


maximum, viz., that found by using the larger mnltiplier. 


are both entered. Those again of above twelve years have 
been multiplied by 12 and 20 to find tbe minimutn and 
maximum respectively. Again, mortgages without term are 
numerous; for them the moan number of years belonging 
to that class of mortgage ^simple or with possession) has 
been used. 

Tlio result is that the miuimum number of existing mort- 
gages is 907,805, and the maximum .1,860,386, both, how¬ 
ever, subject to a deduction for mortgage paid off before due 
date. Multiplying theSi> figures by the mean value for five 
years of each group (Bs. 526 for mortgages of Es, 100 and 
upwards, and Es. 44 for smeller mortgages), the minimum 
mortgage debt is Es. 16,98,03,688, and the maximum 
Es. 24,oO,80,116, both subject to tho above deduction. The 
means of tbe two sets of figures are 1,104,095 and 
Es. 20,71,<)5,852 respeotivoly. Hence 21 orores is about 
the total probable value of the li lakhs and mortgages now 



in existence, eubjeet, however, to the. deiitiotlon clwyo 
noted 


were 


29,597,372 acres of land, including 5,115,973 of fallow 
under patta. iPhe exact area of zaitiindaxi 4anda under, 
oocnpalion is not Imown, but is soinething above 8,000,C)0d 
acres ; on the, whole, about 38,000,000 acres are under boW- 
ing. Of this at least, 8,000,000 acres are irrigable, 
including about I J million acres tinder wells, for in 18S3-94 
5,912,249 acres were actually irrigated in Government and 
Inain lands alone. The value of the irrijg’able lands cannot : 
bo less than Ks. 200 per aore of 160 orore 3 ,, wbife 30,000,000 
acres of dry lands at ah average of lls, IS per acre are 
worth at least 45 orores. The above rotrgh figures do hot' 
include the value of nearly half a million wells, a vast', 
humber of private channels and tanks, and numerous build¬ 
ings both for residence and for the famis j altogether the 
real estate of the rural tracts, exclusive 6f town lots and , 
buildings, cannot be less than 230 efores. • Hence a total I 
existing rural morlga.ge debt of from 18 to 30 ercres is 
heavy, but in no way alanningly so. 

This result renders the aspect or Madras mortgage debt 
rather loss formidable than a casual glance at the totals ■ 
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siigsreBi Those acquainted with European mortgage;? 
esp^oialfy on tho. oontinont, whore the Land banks have 
acoustoined people to forty and a fifty year terms, ’would 
; eansider aa mmual uiortgage debt of fi|' orores in 335,000 
loans as overwjvelmiug, incorreotly supposing it to represent 
about 130 orores at an average or, perhaps twenty years per 
mortgage, since in Eui’Ope such a term would be mocloiate ; 
the loans of the Oredit Foncier of France are for much longer 
tyrms, as ahio those of all Land banks. In some cou’ntries, 
Switiserland, Denmark and Sweden, the known mort** 
gage ixidebtednesB is 40 per cent, pi the capital value; in 
Frunoe it is at least ^660,000,000 plus £80,000,000, owed to 
the Cr&lit Foncier alone; in Prussia the total is stated 
(1894) at about £500,000,000 on landed estates and peasant 
holdings with an inorease- in the last eeven yours of 
£45,000,000; the total for Cxermany is probably much above' 
600 million sterlingv Allowing that money in Madras is 
five tiines dearer thW in continental Exirope^ the Madras 
debt of, say, 21 orores would represent a European debt 
equivalent to £1.05,000,000 sterling, for a population not 
much less than that of France which has £660,000,000* Jn 
Switzerland the canton of Benie, much spoken of in the 
matter of banks, has a gross population I 636,7'69 inoluding 
the district of the Jura; its mortgage del in 1886, t-xclmive 
of the Jura, was £16,000,000 (round figure^ not far short of 
the total Madras debt ; if Berne had the : population of 
Madras, its mortgage debt would be above IjO'iftJ cuCres,. or 
ton times the Madx’us debt, taken, for compas-ativo pui-poses 
only, owing to the diiferoiit value of money, as 105 oiores- 
These figures are given not to minimize the gravity o| 
Madras indebtedness, bid to give a dry view of its position 
In order to advocate reform, it is unnecessary, if apt unwise^, 
to take an alarmist view of affairs- 

Madras resembles Switzerland in the nature, though not¬ 
in tbo amount of its mortgages. It has been elsewhere 
shown that in Switzerland mortgages are much resorted to- 




even for very ettiall loans and of very Bliort term, Buoh 

elsewhere be fefBeoted by personal credit; this is 
owing to thS proximity of banka and good mortgage laws 
, and cheap fees. In Madras the bulk of the mortgage?! are 
'•Bitnilarly for very short terms, and for very petty sums; they 
■ ,j»re, in the southern distiiots, largely resorted to for socnriug 
simply current transactious, and are not necessarily the 
eyidallce or result of prior debt or serions ehtonglement. 

Hei'e again there is cause for regarding Madras mort” 
gagfes less seriously than first views would suggest. • 

But it mUst be stated iper eonim, that these Madras 
mortgages disclose a most imperfect credit organization and 
.^extremely oostly methods; they are not the result as in 
V Switzerlsjid, of very low titamp and registration fees, and of 
univ ersal banking; on the contrary, they are the result of 
the absenoQ bf banking, so that men requiring 60 nrpoo 
.' loans have t<i-givo property as a guarantee, with the heavy 
iresnlting ©barges of stamp duty, registration fees, witness 
dues, batta, 'S,h.; mortgages are unneeessaiuly expensive and 
cumbrous. It is to be borne in mind tha.t 166,330 of these 
were for sums averaging BiS. 44, on which the above 
charges, wholly exclusive of interest, commission, aud loss 
of the borrower’s own time, could hardly be less than Ea. 3 
or Rs. 4 (stamp duty, writing fee, registration charget, 
■witness .fees for-bond and batta for Journey to registration 
office, &o.).. 

As tfigards the smallness of transactions; in 1390-91 Just 
half were f fir lisi 44 each ; the other half average Es. 343; 
Jpre average qf^ell is Ee. 194. Here then is the measure of _ 
tlfe transaotioiDfl which the banks will have to undertaie, 
and h.ci’e is the orux of the piohlem ; how can banks afford 
to take up rural oreiiit busiuoKs when the average of the 
larger trans&otions is only Es. 342, of one-half only Es. 44, 
end of all only Es. 194 P And if this is the avojage of the 
mortgage business, usually the most inip<irtant as to indivi' 
dual size in a country of small proprietors, what most bo 



j tli© aTSrage of the xmmensG amoiiut of busiuess unsoouxed 
hy mottgages, ■wkioh. banka, to be successful, must equally 
undertake? Can any Central bank or any bank, ’working 
by paid branches or agencies, either make a profit out of 
such small business or manage’to issue such small loans at 
rates,—considering the cost of enquiries, &c.,—wMch shall 
attract a clientele ? 

Again, those mortgages show a rapid increase; in 1880-87, 
ten years after the new law came into force, mortgages num-. 
bered 358,12^,' in 1892-93 they numbered 400,385, or an 
increase of 55 per cent. Moreover, this was not soriousiy due 
to the law granting priority to register dooumonts of less 
value than Ils. 100, for the incroase iu documents ’ above 
that value which were always compulsorily registrable has 
practically kept pace with that of investments below 
Es, 100 ; the following table gives the figuros, the increase 
being steady and continuous:— 
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More perfect and popular registration accounts for much 
of this, but not for alV; nor does it appear from the statistics 
compared with the seasons that prosperity can be claimed 
as tb^ cause of increase. 

Ttio term of the mortgages is usually short; in simple 
mortgages whore the term is mentioned about | are of ono 
year or loss, nearly 5 are under two years, and nearly | 
below three years; the proportion is even larger if mortgages 
without term are counted os averaging two to three years. 
“ With possession ” the average period is about five years, 
being of five years and loss, | above five years. 


















Now tbo number of'holdijiigs of Government “land - in tfie 
"pfeaicleiioy ia about 3,850,000 wibb 4,600,<H)0 raiyats, ^ 
whom about one-third more should bo added for zamindati 
Hence there are about 8,800,000 holdings with, 
perhaps, 6,000,000 holders in them, Xnam holrHngs 
excluded, for, nrJess enfronchised, they can, seldom be mo:!:'t- 


gagod; it is probable, too, that in fclm northern zamindaiisj 
comparatively few mortgages take place, owing to the views 
there subsisting as to tenure; moreover, since an immense 
mass of land now in occupation in small holdings at from 4 to 
8 annas per aero is so wretched and Tmimproved as not to 
have any sale or mortgage value, the actual mortgageable or 
valuable laud, is far smaller than the holdiugs indicate, 
Hoxioo a burden o£ 1,104,095 mortgages, valued at 21. crores 
on the above number of holdiugs, is a serious, though not 
necessarily alarming, feature, and as the whole urban debt 
is also included in tin above totals, the rural M(A Wpro t(mto 
reduced, For 7,000,000 families it means Es. 30 per family; 
more probably it means an average mortgage debt of 
Ksi 190 to 1,100,000 families or perhaps one4ourth of the 
patta holding families. At 12 per cent, on 21 orores, th^ 
annual interest payable is 2J orores, to vvhioh must be add^d' 
80 lakhs for other charges for stamps, &o.j at, say, 5 per 
cent* on an annual 0 crores, in addition to the cost of receipts, 
discharges,, fee., on an annual repayment of 6 crores. 
Altogether the mortgage debt cannot cost the popuIafcio,n 
less than about'3 orpres annually, and it is probably cour 
siderably more costly, sihbe the interest on small loans is 
of ton much higher than 12 per cent., while uupunctualitj, 
a very fre(fuent fault, always onlails penal interest. If to 
those charges again we add the immense cost of litigatiouv 
not me.i’ely that which comes to suit in the reguUr courts, 
bat that in which only preliminary rteps are taken, and that 
which forma the subjeot of prior arbitration, &o., it is clear 
that this debt is no light burdon on the rosourcos of the 



Finally, the ol t!ie mortgage period ia a serioa^ 

matt#/ Afeaniing^ yiz;*V that the 

■ mort|ag6J5 under ono year off at each haxTest, benag 

■.really loan® for our^elii^exp^^^^^ stioh as ought to Be' 

bafied ou p#sonal credit, the mass remams is pr'.)bably 
ia real eBOum'braiice, tho result of prior debts. Now, grant- 
; irg again the most (an utterly untrue 

and abstircr mortgages were raised for 

iruprov(^mehte' and giying the word ‘^improvement its 
widest Kotise, how is it possible that the TUbrtgvagors oah liop.e 
to improve their position by such short term mortg;ages? 
In imi^iovements eapitai is perm.aaently sunk, and can only 
■'be recovered from the pin-fitEi sirisitig from the improvemeiits ? 
what improvement is fhere which will eo^Me ‘Capital to be 
rostorM in two, fiv years, with the addition 

of intorest at not less than 9 to 12.per cent, exclusive; of all 
pena.lties for short payments and delays ? If, however, the 
money , was not spent oix impfovemenfes, but was 

.largely the roMt of prior debts for maintenanco, for social 
oxpendit'urej -M O'f assessment, rent, vSo., 

bow much less can the mortgage be paid pfl in a short 
lime? We arrive then at the result that much of this 
mortgage debt means simply more inortgagesi deeper 
entanglement and finally expropriation* Also at the coxi« 
olusiom that the morfgago system needs reform, so that 
nrortgages xcr very^^^^^ to term may bo», possible, ond thus 
give raiyftts a chance both of making improvemanta amd of 
rodeeming their debt. 

So far only registerc^d mortgage debt has been dealt with. 
It is not probable that mu civ mortgage debt exists un regig«» 
tered, and the figures given may fairly be held to include 
the ^yvhole class. ‘ But as rogarcls all other debt, there are 
absolutely no data. The few bonds registered are nothing ;; 
thC’ immense m&ss of debt on pledge and personal credit 
cannot be knmvn., Expert opinion, expressly consulted for 
tliis report, considers that perhaps three-fourths of the rural 





or m. m per cainuy per mmori^ ‘ , 
the invariable rate for grain loans being a 25 per C'sut, ; r,' 
addirion on repayment afc harvoBt. Ic pan hardly bo .more 
than this, for an Immense number need no loans but lend . 
to others^ and as the loans are in grain and arp: the supple*, 
montary rather than the sole means of iiTelihood, Its, >20 ‘, 
are probaKiy a eufficiont, estimate ; ihe records ^ 

‘ suits.show borrowings-muck anmller than the abovej^ysnits for . 

. 6, Bs. l(Vor Es. id or the value in gtaJa, being oommo:a. 

la the Anantapiir district 1,000 or :i»200 seers (2]b8.) of 
grain worth Rs. 80 oiv lis. 3(> are said to be an ordinary % 
boaTOwing for a raiyat family of ten persons for six months 5 ‘ 
in addition to this, an immense number Avheiker laiyats^ 

' labourers, village and other artisans, small shopkeepers' and 
traders, borrow cash for wMch, however, th no trust-- 
worthy data, for though the amount .due In a village may be . v *. 
approximately arrived at, It is impossible to say how muoliof 
the total is an annual borrowing or is morely the amount out- ' 
standing on the annual balancing of acooimlsi If two-thirds, 
of population live, cultivate,^ ox* half the year 

on boiTOv;ed iapney at Es, 2Q for the wdiple six months per 
family of five, nearly 10 crores of rupees would be required* 

. To this must be added proba,bl.y 15 crores for outstanding 
\ non-mortgage caish debts; in a large number of Anaiiiapur 
villages such debt on simple Iwds, promis^oiy; to 
account entries, was fouxid to average Several rupees pp l^ 

\ of the population. In this district mortgages are rare, nnd 
M*t is probable that, these non-mortgage debts are, in other 
distriete, such as Thnuevoliy, largely reptesen^ the 

immense number of small short, term mortgages there founds 
NeYertheless there must be a vast amount of non-mortgage/ 
cash debt, espeoially in populous districts; at Rs. 4 poi: head 
this would equal 14 orores. This does not mean 14 crores ■■■ 
ammally borrowed, bxit 14 croros as the total of non-mortgago ' 
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Ms oufjfiaiidmg from yod^r to year.;, and prV«bal)ly deed 
not reprosont Ji'Jioro tlnm half that sum aiinitii.ily borrowed. 
Ilerrae, grain and non-mortgrige eaish debts together pio'b- 
ably* amount to at least 25 crores outstanding in mvy givon- 
year at the beginning of harvest; or 18 erores an’ruaiiy 
bomnved in tHs form at flora lib to 24 per cco.t» Thi-? 
oaimot bo an ex,aggerati')ii wlieir the iinme/iBo mass of 
advarnoei-j against spociol pro duets, o£ grants for inaintenanco# 
P.f lonuB' for cattle, seed, and manure, of buths paid for 
revenue and rent fox iocial ceremonies,, iitigatioxi, Ac., ’ and ' 
of more shop purckiso.'H on ca^edit is considered; piaibalVly , 
it is undorstated. in the Punjab and Boi:o.lxn/i was esti- 
matei, that only?' about 25 per cent, of the raijute were fceo 
from debt; that 50 per cent/* were moderately in debt and 25 
per cent, woi'e do/ply, if not hopelesidy, invol'9ofb Hcace in 
I'fndms, consldedug fiiat tho rural annual produoo of the 
pro.idenoy Is cortairdy not 'worth less than GO erores, it is a ■ 
lo'^vV esfiinate to place tho aniuKiI lural borrowings oidsitlo of 
mortgvages at from 15 to 20 cremes* 

Hence it must be 'concluded that tho total existing 
gage debt of this prosideney is about ,81 ororoii', that tho 
prosonfc annual raiioiuit iiveragos about 7 croroj*, and in rural 
iracte •probably about 0 erores; that the annual total borrow^ 
•IngB—Liortgages, Biu'rplo d,cbts and grain—oa'louinfced, or 
rather guessed at in the roughest way, must bo about 25 
erores. Again, adding tho total oxisting mufassii mort¬ 
gages of 80 erores to the tofal of bom)’wings on personal 
credit of, say, 25 orore^, tho nujfa;^&il popiilation goneraJiy 
is in debt, e\clr;sivo probably of trading debts by sJiop- 
hV)e'por:-c, inerclvints, Sc., to the amount, at the beginrung 
of ary harvest; oi! about 45 crca*es. If the averag© iritorost 
on this be taheii as 15 per cent,—an assurhption assuredly 
net too high oox?3doring the rates on registered^ mortgages 
' below Es. 100, gra'iii debts, s'ums ckimod in, small causo 
bivits, rural Madras pays at hmst 6| erores auBualiy 
bare interest, and more probably 8 oxores at an average of 
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per cent. If to tbis are added' all 'extra' ciiurgea^ 
li-stamps, registration, fees, oomraission, brokerage, penal inter- 
OBt for linpunotnality, costs in .Htigatio.T). and arbitration,— - 
. tho mere costa amrded in a series of small cause ' suits 
a'i'eraged 22 per cent, of the. sums claimed.,—ip certain 
. that the arnntal 00,st of its borrowings to rural Madras is 
from b to .10 orores at least, or, in otHef words, at the mean 
of .i crores, In per cent, of tbe gross annual rural produce 
iuben as 60 crores. .■ ' ' . ■ 

Tbrs is the 'field.for banks to occupy as regards' present 
boiTowings only; aiaoe, hoWoTer, it is a postulate that one 
chief iu.uotion of, banks is to deyel-op-credit, so that tho ranch-- 
ileedcd tapltal may bo supplied to industry in general and 
agricidtiu'o in partionlar, it foiiows that this field .may bo 
indefinitely extended, Whila the cost of the mdividuai trans¬ 
actions to the raiyat is decren'sed. ' ' d ' • 

Tho .indebteflness- of the. raiyat is no.new .thing; Mnnro in 
Madras , and ;EIphi:aetdn 0 in Bombay showed, at the begin¬ 
ning of thepentury, how utterly' supk .in debt the raiyat 
\va.s';, nearly all., the raiyats, said th^y, cleponded on the' 
money-lender for maintonanoo from crop to crop; the whole 
of the surplus prodaoe went to the money-lendep as pa,y.. ■ 
inont of interest ; as .fox* tbe payment of - the prinoipal, it 
noTer entered their heads. But it was the produce and not 
the land that was the money-lender’s security; immorea'ble 
property was not sold Cor debt, and individual debt was. 
tiio-vefore moderato in actual hmoant, As soon, however, as 
imoprietaryjrighfc was fully aeknowledgod, and pnoes rose 
while , assessments: sank, the burden Of mortgage debt rapidly 
inoreased in amount. The following were allbgod by tbe 
Deccan Eiots Oommis,sioners as the ohtef causes of agriou!- 
t mists’indebtedness: — 

(1) Poverty with unproductive soil, preoafious olfmate, 

and irregularity of income ; 

(2) .[gnoranoe and improyideuoe ; 

(3) Extravaganoe; , 



Iiiorease of poptilpfion without oorresponding in- 
toase of return fj‘om land; 

(7) iaoilitios for borrowing owiug' to influx of money 

lenders; 

(8) The Limitation Law as leading; to renewals on 

usurious terms, including compound interest; 

(9) The ItevenuG system of a fixed demand* 

These reasons apply more or less forcibly to the state 
of Madras I on eanse (6), it may bo said that the produce 
of land, acre for acre, is possibly diminishing, partly from, 
the exhaustive nature of the cropping due to the pressure 
of population, partly anil perhaps chiefly, from the arid, 
shallow and utterly unimproved areas necessarily taken 
into modern cultiyatiou. Oanse (9) is of less importanoo in 
Madras than elsewhere, sinoe very considerable annual 
remissious have always been given, especially in bad years, 
but, until lately, the kistbandi has often been too early as 
compared with harvest time and the marketing of the 
prodnoe. 

The same Commission found that the raijat class, was 
deeply in debt, and that nearly two-thirds of the debt was., 
secured by mortgage of the land. The nsual dealings of 
the raiyat with the sowcar were by a species of acoeunt- 
carreut, the sowoor finding cash for the raiyat’s needs and 
the latter handing over his crop at harvest. When tho 
debt, in the usual way, ■ became larger than the raiyat’s 
petBonal security warranted, his house, stock, &o,, would 
first be mortgaged, and finally. his land. The rate of inter¬ 
est on perfectly good landed security was commonly l6 per 
cent., "and as the raiyat’s net profit was never so much as 
that, he could never pay off the debt, the load of which 
steadily grew, resulting in the serfage of the raiyats some- 
' uesin actual slavery ; many raiyats were under bond to 
erve the sowoar, then wages being annually credited to 


debts; sometimes tbe. wife’s iaboar was also includ¬ 
ed. The raiyat was constantly in need of aid, and as tba 
Bowcar was “ sharp in business, and fully understands the 
weak side of the Kunbi (raiyat) and the urgency of his 
necessities,” there.could be but one result to tho transac¬ 
tions. The Commission added another reason for indebted¬ 
ness, viz., the faoiKties given to the creditor in the recovery 
of debt, 30 that they could afford to give, or rather it was 
their interest to give, very large credit to all classes of 
raiyats, who thus fell into thoir power. It will be observed 
that the Commission noticed tho tendency of the raiyat to 
encumber himself when orodit becomes facile without being 
safe. That is the experience of Europe oven when, jierhaps 
especially when, very cheap and ready credit has been, 
extended to the peasantry by banks. 

Happily, there has been no occasion in this presidency 
for a Commission based on acts of overt hostility between 
lender and borrower, nor ate any precise and autboritative 
data available as regards debt in the presidency. Eat from 
the figmes given above, it is clear that the Idad of defat 
borne by the Madras raiyat is heavy, that its interest ia high, 
and that it has been incurred with but a minim.um result 
in profit. 

To the above must be added the testimony procured for 
the purposes of this report. The actual indebtedness ,ol 
the raiyat was a question somewhat outside its scope, but an 
enquiry into credit necessarily touched upon, indebtedness. 
Without supposing that the raiyats generally are so badly, 
in debt as believed by many, who are apt to treat oxpep- 
tionally bad oases as examples of indebtedness and usuary 
generally, there is ample proof of much indebtedness, and 
o:f gross abuse of monopoly and opportunity. Those who 
mix most with the poorer classes of raiyats and labourers, 
those who note the indebted oondition cf the larger iand- 
boHers, especially among those who do not themselves 
cultivate, are unanimous in asserting the existenoe not 
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Joi'el'lf of indebtadnesB, but of rery general habits of Kving 
, % of boxTOwing far too readily, and paying back 

far too unsteadily; of heaiy interest amounting, in many 
oases, to deliberate caloulated usuary; of grievous results 
i:cj the impoveiishment of borrowers due to want of fore- 
thought aixd unthrift on the one side aud io unscrupulous 
exploitation on the other ; of a teadenoy to mortgage any 
increment of gain auoh as that arising from the rise in land 
raiues, and of a tendency to spend disproportionato 
sums unpiodaotivelyj of an absence of improTements or 
even of a desire for them. In fact, the impression given is 
not so much of unsorupuibus oppression on the part of 
money-lenders as of want of business edaoation on the part 
of the borrowers j the want of education which shall lead the 
raiyat to restrain his tendency to borrow, which shall lead 
him io calculate the result of expenditure whether on ;tm- 
px’overaenfcs or otherwise, which shall enable him to oombine 
both for the formation, of capital, and for its right and 
equitable distribution. It is true that the money-lender, 
whether raiyat or sowoar, is described, as the absolute master 
of his clients, as tyrannical, hard, grasping, as obtaining 
and. xxsing his influence for base ends whether of vOlaga 
faction or of iixtrigtie in the courts and oiSoes; this is the 
natural result of the relatioaship in backward countries; the 
debtor has always given hostages tp the lender who is bub 
too apt, should occasion arise, to use or K^sftiScj' opportuni¬ 
ties. But in admitting that the position is opexf io gravh 
abuse, it must be remembered that the gross oases attract 
attentioo, while the ten thousand ordinary ones are unnotioed.- 
On tho whole, indebtednesa is general and its burden 
heavy ; on individuals and on classes it is particularly so; 
the remedies Ho in systematio and stimulative forms of 
banking wMoh shall eoonomioally educate white assisting 
the Myat, and in the spread . of general aduoation of the 
ordinary sort with, as frequently, advocated, speoial attention 
to the facts of rural economy. 






favour of tbe suitability ' 
denoy, and gives promis 
as a method of thrift an 
TOont of the present systei 
U. A., where it appea 
18 a proof of its general 
probably be adapted to 


^ CHAPTER III. 

Madkas Loam SooiT',TIES (Puwbs—Nidhis.) 

These are numerous, and some are permanent and well 
established. A few years ago there was a boom in these 
Funds, which started up by hundreds, perhaps several in a 
village, and perished as quickly as they rose. There are 
now about 135 iu existence aooording'to the lists of the 
Registrar of Joint Stock Companies, in whose office all 
m'ist be registered. 

' The leading idea of these Nidhis is mutual credit ;- a 
certain number of men form a company under the Companies’ 
Act, and attract other members; these pay monthly 
subsoription for a given term; at the end of that term 
affairs are wound up and profits divided. Members may 
got loans from the society, repaying them with interest by 
monthly instalments. The idea is sound, but reqmre-s 
development; at present they are of very limited scope 
and fulfil morely the object of the similar class of Bnilding 
Societies of Great Britain and the United States, cn the 
model of which, oveivto tha verbal adoption of their rules’ 
they have beeu foulded. It is ouriona that these soomties, 
their history will show, might almost have been developed 
Lm Migenom to Ku.t,.- 

?r«vsfem a fact which forms a striking argument in 

ise of its great future development 
ind credit. The enormous develop- 
system in England, and especially in the 
it appears to be rivaUing the Savings Bank, 
to small folk, and it can 
agricultural needs 


a de^ription of the Biiilding- Soeiaty. system — aes 
- ^Bailding Soeiet^^^ 

MMory ,—The Nidhis, as now found, originated in Madras, 

, in tho Fund oalled the Sadar Oourl’i Fund, open to offioiali 
only; it seems to liayo been started about the middle of the' 
century* But tho foundation principle, vix., that of associa¬ 
tion for mutual credit, is found In the indigenous ‘KCittu- 
cbitlu ^ system, which is universal throughout the presidency 
{see, poatsoript to this chapter). 

This latter system depends upon (1) association ;. (3) 
confidenoe; (3) honest dealing; and its universality spoa.ks 
highly for the general honesty,of Madras vilhigers, for the 
power of the village and caste system to prevent fraud, and 
for the; possibility of a development in Madras of JEuropoaii 
associations based upon similar principles. Briefly it Js aet 
^ fallows : a number of men unite to subsonbo periodioally a 
small sum each ; say 50 men agree to pay Re. .1 per month 
fo^ fifty months; each month Bs. 50 are subscribed, and 
lots are drawn for the total sani; the winning lot takes tho 
pool; next month the same fifty sabsoribe, but in drawing 
for the pool previous winners are excluded; this oontinues 
for tho whole fifty months till ei'toh subsonber has received 
BsvSO. This practice—a necessary system where there is 
Uo such thing as even a Savings Bank, and where deliberate 
hoarding for many months or years is a most difiSoult 
operation —gives men the use in lump of a considerable 
capital, repayable by small and easy instalments ; it is most 
usoM for bmlding houses, starting a shop, hiiying a pair 
of cattle or pieoe of land, &o. fit is clearly the result of the 
village aelf-eonthiued system in a country devoid Of banks 
and communications, and where permanent emigration, even 
to other districts or villages, was till of late perfectly 
iinknown. It is said that, whether from honesty or fear of 
the consequences, the system is never abused by wiimere 
prematurely withdrawing from subscription, F M^ill be 
observed that there is nothing of a lottery in tL *s prooeediog 



tlifj eloment of ebance appearf^ only in tha Prder in'whu'b 
the eubsonbere obtain tbe pool ; every subscriber obtains it 
in turn; it is not a gambling tranaaotiou iu wliiob one person 
obtains a given sum by niere chance to the ^oss of oikm; it 
is no more a gamble than the drawings by which, in England, 
as in Europe, it is decided what particular debentures shall 
be paid oil. 

A further development, however, is next found; the sub¬ 
scribing members, or more usually the promoters of thcv 
Fund, desire to obtain definite and increased, profits for 
thomselYes, drawn from, the need of the subsoribers; instead, 
therefore, of drawing for the pool, it is put up to auction in 
lump or in. lot; the lowest bidder takes the amount, that is, 
the one who bids the lowest sum below Rs. 60, say 40, 
obtains only that sum., but gives a obit or promissory note #o.r 
lis. 50; the clrfferetioe, Rs. 10, is divided as profits among the 
other members. This ia similar to the Building Sooietiea 

>tem, where loans are knocked down at auction to the, man 
,4io bids the highest interest or the largest premiurh; in 
both oases it is apt to become an exploitation of need or. of 
reoklessness; the man most in need of money has to, pay as 
high as possible for the accommodation. Jt has been 
common in India, as elsewherOj to get up societies for 
the sole purpose of providing the promoters with a living; 
the so-called “directors” get together the subsoribers, and 
Withhold Rs. 2 in every 60 rupees as their own remuneration; 
these are not regular village or communal institutions but 
outside speculations: in some cases, the borrowers conse¬ 
quently defrauded the promoters by refusing payment, 
knowing perfectly well that it would not pal^' their creditors 
to sue them in Court, at a distance of perhaps ,20 miles, for 
Bumh of only Rs. 20 or Rs. 25 ; henoe the banliruptoy of 
some such. Unions. These Unions are u.sefal and legitimate, 
but when th?y sustained by village authority, by the 

power v,.,’ ’’ a local community or caste has over its. 
individual member^, they are very apt to fail, for human 


n«tar& oan seldom pass the ohanco of a good tbiiig; at 
another’s expense, if there is praotioallj no risk (see also boiow 
8,*i.‘Classes of Society’), 

The first Madras Fund (Nidhi) i'urtlior developed the, 
system; about 1850 certain Conit and other employees dis- 
eoyered that they were being ruined by usurers, and deter¬ 
mined to start a Fund to give persons of fixed income a 
ohanee of borrowing at eqaitable rates. The model selected 
was tho English Building Society sQ-oalled ;, “Why this parti- 
euki” class of society was adopted, or who suggested it, is not 
known, but it is clear from the ,rules and methods of tho 
Nidhis, wbioh reproduce, ia many oases verbally, the rules 
and .conditions' of the ISugiish exemplars, that some teen- 
sighted man discovered the suitability of the Building 
Sooiety to presideney needs; possibly the original idea 
was actually to provide houses for subscribers. The first 
Fund was a ■ Terminating ’ Society with a seven years' 
peiiOd; each subscriber agreed to pay for eighty-four 
months, when the Fund would be wound up and shares 
repaid at Es. 102| per 84 received. From the Collections 
loans were granted to members at 6;^ per cent, interest with 
penalties for delay; the loans, repayable by the monthly 
Bubsoriptions, were usually on mortgage, and the order of 
granting them was determined by lot ; the cost of estabh’sh- 
ment was met from the penalties and from a charge for 
commission. Branches were subsequently started ; these 
were found expensive, and it woe determined to make the 
Fund permanent, that is, a new series of subsoribeis were 
admitted and shares opened every year, and finally every 
month, so that there was a continuous inilux and efflux of 
members and shares. 

T.he Fund continued in much prosperity and favour till 
1872, and many others were started in Madras in imitation of 
the original ; some were genuine Mutual Societies; some we.re 
for the benefit of the promoters and directors ; some adopted 
tho practice of selling their loans to the lowest bidder, so 


as to oMnin high promts; soroo charged 10 or 15 per cent, 
or other high interest on their loans; as in the English 
Loan Societies, a sound principal was often abused for the 
sake of gain. 

But fihoat 1872 it was discovered that the societies were 
all illegal and had no civil status, not having been regis¬ 
tered according to the Oonjpanies’ Act, which, though for 
many years in force, was unknown to the very companies 
which should have -registered; it is a very peculiar fact that 
at the very head-quart,ers of trade, the existence of the 
Act under which ooKipanies were hound to exercise their 
trade was even unknown to them. The result of the High 
High Court’s judgment was the coliapsa of many societies; 
debtors knowing that the societies could not go into Court 
refused to pay; even after registration the societies could 
not sue, for acts done before registration, and the result of 
course was liquidation. Some were re-established and duly 
registered, but the lo»s.s to the various societies wa,B qaloulatod 
at 20 lakhs. 

Other abuses also crept into certain, societies; the ener¬ 
getic and honourable men who began the Nidhis died or 
retired, and in some case,'; were replaced by unsorupulous,, 
iuoapable or negligent men; Bubsorlptions were misappro¬ 
priated : in one Band many thousands of rupees of profits 
were devoted' to the payment of handfiome salaries to direc¬ 
tors, promoters and staff; many bogus societies were started 
in Madras and in the mufassil for the sole purpose of 
enriching the promoters by sheef fraud; splendid promises 
were made and for a while fulfilled, till confidence produced 
large subsoriptions when the “ Pund” closed its doors ; 
impossible profits, such as 2 rupees for every rupee sub- 
Bcribad, were promised; these sham companies even got the 
niokname of ‘Lnbbuok’ (literally, gulping or devourihg) 
Funds, and were a disgrace to the community, and a sonnoe 
not merely of immediate loss, but of much subsequent dis¬ 
trust of Credit Societies. The spe,cifi,o frauds or faults will 


dealt with sttbsequently, in order to ind',ite t)io , 
remedies; suffice it now to say that a largo number were ! | 
started and closed to the ruin of many investors. The 
following table gives particulars from 1872: — ' ''f 

Average num'ber 
omutally 
in esimenoe. 

37 
68 
157 
186 

In 1872 there wore 20 Nidliis; 93 in 1882 ; 269 in 1886.87 ; 
and 135 in 1891-92. In the five years ending 1892 no le^ss 
than 260 societies disappeared, 181 of which were in Madras 
town aloae. Doubtless many of these were the irregular 
and often fraudulent Benefit and Insurance Societies de- 
sorihed in the papers read in Government Order No- 3368 
Judicial of the 7th December 1885, where one person is 
mentioned avS director of six Funds, though he had been 
“ at least thrice punished for theft, misappropriation, ; 
another was a petition writer, and so on; these were started, 
received subscriptions, and disappeared, the benefit 
being only to the proir!.oters. 

For the present study the winding up reports of 70 
regular Loan Funds taken at random from the registrar's 
records have boon analyzed; 42 fell because of the failure of 
subscribers, tspeoially those who h&d borrowed, to pay their 
dues, probably owing to laxity and mismanagement; 

Ml because of the misconduct or fraud of the secretary or 
other officers; 9 simply decayed, getting no business; the 
rest from various causes; natural expiry being the reason in 
only 3 cases. Abuse of powers and embezzlement by 
the secretary, absolute negligence by directors of the rules 
of the society and of business methods, disregard by direc¬ 
tors of the shareholders, the falsification of accounts and 
records, dishonest withholding of repayments by borrowers, 


Period. 


iiAiJi'.. 


1872 - 77 
1877—82 
1882-87 
1887—92 




"'aiid negligence in subaoription hy non^bprrowi.ng membera 
are the cmef foahires of these roports. 

The notorious case of a eertain “ Bank^* tiuite recently 
started under moat excellent auspices in Madras is well 
known; the rules provided esiiecially for audit, and yet the 
f arids disappeared almost from the beginning; the resolutions 
of the general meetings and the petitions put into Court and 
the proceedings in Court disclose extraordinary laxity and 
negligence. 

The history is very inatruotive; it shows that, in the 
infanoy of a movement, the; energy, devotion, zeal and 
. honoux of the early promoters may suiBco to thoroughly 
establish a paying business on just and honourable principles; 
that success moans ready imitation; that in the imitations 
and even in the originals there is no intrinsic guarantee that 
the high principles of the origmai promoters will be sus¬ 
tained ; that if the principle of Imsser* bo allowed 

free course amidst a needy popuhition, mtioli too ignorant of 
business to be able to guard their own interests, that prin¬ 
ciple will be abused ; that the mere fact of iaws, even if 
suitable, being in existence, is ineuffloiehfc, unless there is a 
specific authority whoso special duty it is to work or super¬ 
vise the working of those laws, 

The above has been simply a sketch of the development 
of the Fund idea; as regards the Nidhis themselves, it m 
foixud that they have been promoted either by a philan- 
thropio desire to relievG men from usury and provide a 
means of saving either for specific purposes, such as marriages, 
house-building, &c., or for general thrift, or by a hope of 
obtaining profit for the promoters, or by a mixture of both 
expectations. Individual energy has always been the proxi¬ 
mate cause; merchants, oflioials and vakeels have, in most 
oases, been the active promoters. Sometimes public meet¬ 
ings were called or printed notices issued, but generally it 
appears that the society developed by simple accretion, not-— 
after the first effort—by an aotive in-gathering of meoibers. 




■■'"-I '.l’J ’■'■■TJ ’■ 


49 


: A"- 


; The'Iiistory and geueral prinofples of these Nidhis haying 
" been given, it will be well to describe them further ■under 
the following heads, viz., (1) objects, (2) principles and con¬ 
stitution, (d) methods, (4) Governraent intervention, (5) 
results, (6) advantages, (7) defects, (8) difficulties. 

Objects.— These are described as the ■ facilitation of 
savings, the relief of raernhers from old debts, the deliver¬ 
ance of them from usury, the accumulation of a fund for 
special purposes, such as marriages, the grant of loans on 
good security for all purposes, whether for domestic oere- 
mouies or maintenance, for expehditubo on jewellery, on 
house-building and repairs, on land, &o. Members ' aioho 
are generaTy contemplated, but, in fact, surplus funds are 
frequently lent in small lots to outsiders at a somewhat 
increased rate of interest j in such oases the material security 
must be oarefully loohed to, since the society lacks that 
derived from a borrower’s membership. An unexpressed 
objeot is also the provision of salaries or profits for the piro- 
' nioters, directors or officers a perfectly legitimate objeot, 
hut one that is apt to interfere with benefits 1;o borrowers 
and members, and tends to departure from the strict rules of 
the society. The receipt of deposits is not usually a 
primary object; in some societies it is only of subsequent 
introduction ; in hardly any has it obtained any considerable 
position. It will be seen that the scope of the societies is 
limited; they ai« not Banking Societies.so much as Mutual 
Loan Societies, and they thus fail in one great function of 
hanking, viz., the concentration of idle hoards for produo- ■ 
tive, purposes. 

BltlNClPLES AKD CoS-SriTOTION -—of Sooietp.— 

There are several classes of Funds ; the regular permanent 
mm described below s.a. ‘Methods’ and forming the 
general subject of: this ohaptev; the Terminating Society, 
the Chit Associations of various sorts, and the Benefit 
Societies. Of the Terminating Societies there is one which 
18 thoroughly raral; its promoters are village residents, none 
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of knows English; its olients are largely agrici^ltuval L 

original term was for seven years; on the expiry of wliioh 
io was wound np with a not book profit of Es. 3^400, of 
which seven-eighths would, when realized, go to the diroo- 
tprs; about half was still ontatanding. The society was 
re-started immediately on a miioh larger scale embracing 
distant villages, and is therefore likely to he largely defraud¬ 
ed or to lose heavily. The Obit associations calling 
themselves Nidbis vary in method ; in one town the method 
is as follows : each 100 members form a class or group; these 
fetihscribe 1 rupee each pci* week; (rom. this its. 100, Us. 5 
are deducted us commission to the directors, and the balance 
is put up to T)uioh auction: tbo bids go as low as Rs. 74, 
The difference between Rs. 74' and Rs. 95 is divided among 
the 100 members of the class. The borrower executes a 
bond with sureties for the whole sum and repays it hy the 
usual weekly aubsoription. No interest Is charged, but the 
premium and commisson amount to very heavy iatei’cst. 
In case of failure to repay a suit is filed; one of those 
Funds, starM in 1^*0 at the head-quarters of a District 
Mutisif’s Court, had, in less than three years, filed 150 
suits ; another started in 1891, had filed nineteen in twenty 
laoiitbs {see postscript to this chapter). The Benefit 
societies are those which provide money for various domestio 
and soojal oooiirrenoes by means of subscribed shares; some 
are, c/r were, Insuranoo societies; these have mostly died out, 
and the eo-oalled Insurance sooieties described in Cover,n- 
ment Order, No* 3308, Judicial, dated * th December 1885, 
would never be tolerated under the control of a j)roper law, 
These Booieties do not come within the scope of the pi’^sont 
study. 

The central structure .of an ordinary society is that of a 
terniiBating society consisting of a maximum number of 
shaies which are paid up by regular monthly subscriptions 
and terminate with the period for which the society is 
founded. The society is wound up at the end of the given 



^ period, sfty, fort,y-fiv5 or elghty-four months approximately; 
>'Gacih member takes one or mere shares for which he pays at 
the rate of (say) 1 rupee per month ; at the end of the period 
• he will have paid up Rs. 45 or Rs. 84, and will be credited 
with thiB arcuunt, plm profit; a share on which Rs. 84 have 
been paid in eighty-four monthly subsoriptions is usually 
repaid at Rs. 103-8; the period may be a little less or a 
little more than the nominal, terminating whenever the 
shares reach the determined value. It is usaal, however, 
now to make the societies “ permanent " ; that is, fresh 
series of shares are periodically and frequently issued, and 
■ it is these only and not the society which are wound up as 
each series matures, so that subscribers are continually com¬ 
ing in and going out ; this prevents the aocumidotion of idle 
funds at a los^ of interest as the termination of the period 
approaches, in order to pay ofi" non-borrowing members, and 
also permits the entrance of members without the payment 
in lump of a serious and often prohibitory mass of back: 
dues, it being only necessary to pay snob as are duo for the 
prior months of each particular series. It is, however, 
usually neoeossary, as each series approaches maturity, to 
attract, deposits at perhaps 7| per oont, per annum, in oiler 
to pay off matured shares: these deposits are then ropaid 

from future subsoriptions, to the detriment, however, of the 
lending power of the sooiety. 

All the societies aro oalled “ limited ” ; this word is fre- 
quently not even understood by the societies, which in many 
cases have explained that the word means limited to a certain 
number or to a certain value of shares. Since business is 
almost; limited to the grant of well-secured loans to the 
maximum amount of the share values, there is no real risk 
to any member in a decently-managed sooiety. 

The essence of the society is mtrtuaiity; it is a group of 
men united to help one another by a common contribution 
of funds which are to be lent out to members only for their 
sole benefit; all |U’ofits derived from the transactions are to 






wtarn to tho memtsrs, so that all benefit: the non-borrowing 
members by the receipt of profiits, the borrowing meinbore, 
by the use of the loaned capital and by , a portion of the 
profits which they have contributed to the society. That is 
the theory, ami with the exception of the British Friendly 
sooieties, the British and American Building societies, of 
which the Madras Nidhi is a. copy, and the Baiffeisen and 
Wollemborg Rnral Credit Unions, there are no societies 
in the world more thoroughly co-operative in theory. It is, 
therefore, greatly to , be regretted that, through want ,of 
guidance and explanation, through the total ahsence of any 
teaching in the idea and methods of co-operation, through 
the fact i.hat the only societies available for imitation in this 
country are trading joint stock companies, through the 
yenonnel oi ma,ny of the promoters , and directors who are 
Madras business men, through the natural and in this^ case 
undiverted desire for gain, and lastly through the fact that 
the only law governing societies is a Oommeroial or Trading 
Company law, these essentially Co-operative sooieties Save 
largely diverged, and are daily diverging more and more, 
in the path of merp trading societies. The same tendency 
is observed in the Sohiilze-Delitzsoh sooieties in Gfermany, 
and the inferdhoe seems unavoidable that if profits, divi¬ 
dends, and large stiponds or honoraria to directors and officer 
hearers are put forward as attnaotions to members and 
administrators, the effort after thbm will soon hecoriia domi¬ 
nant, and substitute the competitive straggle for the co¬ 
operative march. 

Mbthods —Under this head will be described the general 
working of a regidar Nidhi, its clientele and administration, 
its funds, loans, &o. 

CUentile.—ln most oases the Nidhis have been started 
in considerable towns, Triohinopoly, Coimbatore, Salem, 
B 6 lhvr 5 ’’, Taiipatri, &o., by the official, professional and 
trading olasses; the main rule of the Nidhia, viz., the 
regular monthly payment, itself shows this. It is those' 
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^(asaes wbb are most Hfeely from their mteingr,noG, know- 
go and requireraonts to begin assooiations of this class. 
Accordingly it is found that the proportion of members of 
these classes is, up to date, altogether or6r^7heIming; - the 
following table for the thirteen Nidhis which alone have 
given inforraatiou as requested, btqngs this out clearly:— 



In this table the principal and woilung profession of each 
member is given ;a.y., a vakeel is a professional’man even 
If ho owns land; “merchants” include moneylenders and 
shopkooperi?; others inoludes pensioners who are numer- 
ous. It will be seen that the four classes of offlcials, pro¬ 
fessional men (vakils, school-masters, &c.), morchonts and 
shopkeepers aooount for 5,351 out of 7;£!<Sd; or nearly 70 per 
cent, ; even in the twelve mufesil Nidhis they^e 3,288 out 
of 4,669, or slightly over 70 per cent.; agricullhrists proper 
are only i23, or 9‘4 per cent. It is clear, then, that the 
Nidhis of this presidency have so far reached only the 
oMcial, professional, and trading classes of the towns with 
a few agriculturists, most of whom also live in the towns 
However well adapted their general principles may ho to 
the conditions of this presidency, or however capable of 
development, the Nidhis have not, during their forty years of, 
existence and twenty years of extension, been able to 
provide the Madras raiyat with aay appreoiablo. help. 

As a rule there is no Condition as to admission except 
nationality; most admit only oaste Ilindas, some (Madras 
town) only Europeans or Eurasians. There is but a sing A 
and that a wy mnU Muhammadan Nidhi in the whole 
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-pi osidenoy, Madras oify’Included, and the ordinary Hindu 
Nidhis do .not admit Muhammadans, beoanso o:£ the diffioxd- 
ties arising out of the Muhammadan law Of inh^rltaaoo. 



Directors generally have power to refuse admission,—a very 


necessary faoulty—so as to keep out objeotionable oharoo- 
ters. There is no general j^ondition, however, as to charac¬ 
ter, status, t&o.; any man, who is willing to abide by the 
rules, and pay his monthly quota regularly, is an eligible 
member. The responsibility of members is “limited” to 
the maximum value of their shares; in most Nidbis jio 
single shareholder oan hold, more than a certain number— 
usually twenty, twonty-five or fifty-of shares; in only one 
—a ' Gommeroial bank ’—is, there no limit, and the maximum 
held in that society by any one member is 165; in one 
society lOO, and in two others 300, is the roaxijnum allow¬ 
able. This rule may ha evaded by taking shares in the 
names of relatives. As however—sea below—the Nidhis as 
in Europe, proceed on the democratic principle of “one 
m.au, one vote,” irrespective of the shsft'es held, they avoid 
pro tanto any plntooradc preponderanoo in tho governing 
power. 

As a rule Nrdhis have hut one office; onl^ a very few 
have branches or agencies ; the Hospet Jaye Lakshimi 
Bhaudara has a :mh-agenoy .and three branches; the sub¬ 
agency is an agricultural Nidhi, praotioally independent 
of the original, hut the branches work under the control of 
the latter. Hero again, they resemble tho general run of 
the Gorman and Italian Credit societies. 

Administration.—A Nidhi is Usually formed by a" few 
intelligent persons, generally officials and professional men, 
uniting to the number of se'^en at least, and framing or 
borrowing a Memorandum and Articles of aosooiation; these 
subscribe a few shares fully paid up, with which to defray 
preliminary expenses and registration fees; a prospectus is 
then issued, and a meeting called by public notice to 
explain the nature aud ohjeots of ,the Nidhi and a Use is 



ipenea for meBi.lbei;s, This or' a subseqaont meeting 
appointa the direotors and office-bearers, ^vho are, as a nilo, 
of course, the original promoters of the Fund, 

General -Theoroticajly, the souroo of power is 

the members in general meeting; they elect directors, 
auditors, ami the direotors report to them anuually; in 
practice the directors and offiae-bearcrs, especially secretary? 
are the real Booiety, being, practically, the only ones cog¬ 
nizant of business and of the affairs of the Piiiid* When 
the general meeting does attempt to exercise powex’, experi¬ 
ence alleges that it is frequently used badly and ignorantly ; 
a mass of ignorant voters are won over to dangerous 
business, to mistaken appointments of direotors or auditors,, 
unconscious of the true duties of such officers, or of the 
proper scope of genuine and safe business. The power in 
Madras and neighbouring districts is generally exercised 
on the one-man, one-vote ’* principle; hence, the experienced 
director of many years^ standing has precisely the same 
theoretical value in the meeting as the newest joined lad 
or the old market woman with a single share. This is 
the strictly democratic pxmoiple adopted in the Poi>alar 
banks and Credit Unions of Germany and Italy, which 
is found to work very well; the power thus given to 
the mass of members, to the mass of borrowers, 

tends—but only tends—to prevent any diversion of the aims 
or funds or the society towards speculation or towards 
private interests, or any monopoly of the adminisir^fion for 
purposes of private gain by capitalist shareholders* In the 
United States, however, it is common, perhaps general, to 
allow one vote per share; it is argued by writers of the 
greatest experience that though the one-man, one-vote 
piinciple prevents a lew rhareholders from combining to 
ooiltrol the assooiation, yet, on the other hand, it allows ten 
men holding one share apiece to have the same voting 
power as ten men holding ten shares apiece (S* Dexter), and 
it is evidently considered that a universal and equal vote 


in biisinesB niatter% a danger^^ vote. It is iiiteresting; 
tiiafc tH 3 ’ E!h')uld be tbo case iti the great rdpjxblio, and showe 
a curious divorgeuoe between the views of business and of ■ 
politios. It is right to add that a limitation id the numher : 
of shares to be held and votes to be given by eaoh share¬ 
holder is recommended ; also that another Ameriban writer 
of groat experience in Building societies (B. Wrigley) consi¬ 
ders that the stock vote (as many votes as shares) is bad in ■ 
principle, as “it gives the preforenco to' capital over brains 
“and lixperienoe; it gives the richer members power over 
“the poorer dues; it tends to destroy oonfldenoe, and often 
“leads to fraud and oppression ; it is a great aid to dishonelt 
“ 'management and the bane of large oorporations of the 
“present day.” In oertnin ipiportant groups of mufassi! 
Nidhis, it is cnstomary to allow one vote for every 
share up to ten» and thereafter one for every five; this . 
gives a proponderanoo of power to wealthy shareholders, 
who moreover are generally those who, niostl^y attend general 
meetings; these use % 'Fundaas investments and are often 
directors. Hence there is a tendency to run these II tinds 
as joint stock companies for the benefit of investors jand 
towards tfio development of dividends, and this is much 
complained of by many members, , whose complaints will be 
found formulated below 8,a.' ‘Defects.’ The complaint is 
' precisely that the Fund, under this principle, falls into the 
hands of a few people who manage everything with a view 
to thoir pwn interests. Experience seems to tpud towards 
the adoption of a modified demooratio methods; some 
Nidhis and many experienced .members state distinctly that 
the “one-man, one-vote” principle is folly, in that the 
ignorant, unhuslness-like and improvident have the same 
voting power as the intelligent and prudent husiness man, 
with a large stoke .in the society. To which, however, 
there is the reply that the poor man is very often as. prudent 
as the rich ; that his solitary share may be his all; that he is 
more likely, therefore, to insist on prudent management 


free from all speoulative bias, and abore all that he is more 
hkelj to insist on cheap credit rather than aim‘ iat high 
pronts. The expeiienoe of Europe is in favour of the 
dsmoofatio pirnefple in these societies j oven poor members 
thus learn to take a lively interest m a society wher^ their 
vote-is so important, and it is oonsidered that so long as men 
, do not grow wise in proportion as they grow rich, a Mutaa 
association should adhere’to this principle, as inor§^ oonsis- 
tent with the op-oparative formula that a society is an 
association of men rather than of shares. It is possible 
that, as in some Nidhis alfeady, a middle way njay be 
found, a.y., in one Ihind one vote is given for every five 
shares with a maximum of four votes; in another the maxL 
mum. is, sixtoen. Possibly a maximum of five votes, e.y.,, 
one for every five or fraction of five shares up to twenty-five 
. would prevent all undue ^preponderance of wealth whLl.e 
■ giving to tho experionoed men, with a oonsiderable stake in 
the Fund, sufficient voting power to prevent ignoranoo and ,, 
inexperience from rash resolutions. The single vote system^ 
seems rtiooessfal in Europe, and is based on tho true co¬ 
operative principle; the unlimited'! stock vote is generally 
oohdemnod. In Madras and in the mufassil some of the 
most experienced'iapn clisbelieve altogether in tho existing 
voting system, ■^hethor the individual or the stock vote 
system. They recommend that the getierai meeting, should 
npt consist of all subsoribers, ospeoially when the society 
becomes a large one; a really representative meeting.would, 
in such case, bo too unwieldly to manage, while a° door is 
qpened to great abuses whenever matters of importance, 
eieotiona, &c., are concerned. They recommend either a 
resort to intermediate bodies, each membor of which should 
represent n group cf subscribers, or that the general meeting 
should consist only of shareholders holding above a certain 
minimum number of shares (e/. the French Credit Poncier, 
tno Presidency banks, &o.), so that the mass of subscribers 
have no votes, but onjoy all other privileges. I^ossibly 


t -&4 l&fcter plan may be Mvisable in cities With very laxg^ 
6Qoi6tie3.«but for small societies the individual or the modi¬ 
fied stock vote system seems preferable as giving all persoas 

a ivorkinginterost in the society. It has aWo been snggested 

by very eryperioriced and disinterested men, one bewg oharr- 
man of a largo Fund directed almost gratuitously, that' dm 
evecutivo power' of a general meeting ■sliOuld be removed 
altogether ; it should be a more meetittg to reoeiye and ■ 
adoptreimrts; the real control shohld be exereif d by a 

board of control of twenty to Wenty-five members, chosen • 
at the first general nieeting from the men of highest reputa- 

tion, who should hold office peimaneiitly, ah yaoano^^^ 

being filled up by the board itself; this board should comrol 
.all the operations of the managing ■commitfee. Suoh a 
board of control was, in fbot, in osistence, at is said, 
in the old societies of this presideuoy, but has for^many 
rears been aboUshed uader the ideas engendered by the 
. Mat Stock GompaniesbAot. The preposaly is, to a e^ain 
' extent, parallel with'the praetioe in the old Land oanfcs ot 

Germany, where the general meeting, is of rare oOourrcaoe,. 

its place being taken by h council of , delegates; it exactly,, 
recalls also the universal committee of supervision m Lurope, 
which, in every society, controls the work of the managing 
board, and safeguards the eausb of the society. 

It is, of course, open to Funds to frame Articles as they 

please in any of the above direotio.na; , / 

The'directorate usually .consists, at least at hrst, of .-le 

most experienced and irffiuential. men, as usual, by 

rotation, but re-eligible. They are now almost always paid, 
eitber by a share in the net profits, after the guaranteed 
interest has been distributed to members, or by honorai-ia 
settled at the general meeting ; they usually get sitting fees 
also. In some the directors are paid at a fixed and oftea a 

very large proportion of the profits, in others ycoording o 

the number of meetings they have attended. In largest 

mfuassil Booiety working rather as a bank, the president and 



feotprs vrotk grntuiiouilyt ^vhik tlie secretary, auditors and 
" appraisers each, get an honorarium settled at the general 
meeting; the staff, of course, is always paid by salary. In 
^Germany the directorate of the' Sohulze-Delitzsoh banks is 
nsnaliy paid both by salary and by a share in the profits ; 
in Italy this •was also the case, but Signor Luzzatti strongly 
recommends—and to suggestion is now largely adopted— 
that their services be given gratuitously; ip some of the very 
largest banks, e.g., Milan, this is pre-eminently the case; in 
the Eaiffeisen and Wollemborg Loan societies all seryiees 
are gratuitous except those of the aocountant. It seems to 
be the rule that in these co-operative Mutual Credit sooieties 
in li;urope, and in the United States, as also the case of the 
English Trustee pavings bauks and Irish Loan societies nnder 
the Act of 1843, the directorate gives its services gratuitously; 
the Sohulze-Delitzsoh societies are the exception, and the 
express compiaint made against them is that they are tend- 
ing towards the position of mere Oommerciai societies, and 
losing their “ mutual ” character ; the desire for large profits^ 
and consequently larger “ia,mmes” to the directors, is not 
merely keeping up thq rate of interest, but diverting the 
' societies from their true rdle of assisting and guiding the 
poorer classes. This complaint may or may not be well 
founded; the desiro for profits doe| bring about exactly such 
results in general, and there is a very strong feeling among 
the promoters of Mutual societies that dividends other than 
fixed, and wages dopendiirg on dividends, are a mistake; fixed 
interest and, if necessary, moderate honoraria for expenses 
out of pocket, are recommended. 

Now it is curious that in the earliest societies of Madras 
( 18 i.) 2 ) dii'eotcrs did give their services gratuitously; the 
gbjeots <jf the Funds were declared to be “mutual benefit,” 
and the most enlightened and publio spirited of the members 
undertook the promotion and direction of these societies for 
tlio publio good without reward save that of their conscience. 

It is mow made expressly an item o.f complaint that a 


Ilm^gb for profits nnd stipends has replaoed tho old pHla 
publio-spirited of devotiOE ; that tho emolu- 

Dienfcs of directors have b^ion, hitherto, steadily Od, the 
increase, while the posts themselves have become the objected;, 
of scramble aud intrigue, votes being oven piircliiised, it is 
said, from the-ignorant mass of menibers; some assort that 
tlie class o|. directors is dotorloratiag, as, iSiieed, is pi’o'bablo if 
offioo is to be ohaft&red for. If it is argued that men require , 
pay for increased work, it is replied that by far tbe most 
arduous work was done in fouudmg and nursing the societies 
at their start, not in the mere oaiTying on of a somewhat 
greater volume of busiuess; that the later histdiy of the 
INidhis does not show a better class of work than the older; 
while, in fact, the paid directors have often shown, the gros¬ 
sest negligence and incapacity. One largo and flourishing 
society,: i.u fact, though already directed at very low rates, 
has proposed to abolish directors’ feds with the express iuten- . 
tion of stopping tins d-Tergende drom the “mtttual” path ; 
the proposal has, however, not been earned; another largd 
society has reducid its direptors’ fees by one-third. These 
facts indicate a growing perception, that tho initiatite idea 
of the .eocioties has been departed from'. It may bo useful 
hero to point to Europe where, as ill the Popular ancj Savings 
banks of Italy, especiallyJdilan, or has in the great Trustee 
Savings banks and Friendly societies of England, or the 
Building societies of the United States, an enontnoua mass 
of high class work is done without a thought of pecuniary 
reward by men of great ability and of engrossing private 
business, who yet give freely of their scanty leisure. 

Direotors are responsible foj?: all money belonging to the 
shareholders, but only occasionally is security demanded 
from tbem either difect or in the shape of inalienablp shares, 
as is invariably tho case in Europe, where every director 
and permanent auditor (censeur) must hold a nuinher of 
paid-up shares, which are inalienable, are specially m&fcod. 
in evidence of this, and are deposited, in the compan/s safe. 





^aly^i.e above-mentioned bank has su#y a rale r in that, 


"~©abh direotor, though working gratuitously, is bouiid to hold 
. twenty paid-up shares, Talue Es. 1,000, oii, which he oanu'it 
■ borrow ; the secretary (or manager) must similarly hold 100.’ 
shares, volue Rs. 6,000, which arc hold hy tlio society as 
security; the ’trcputer holds shares and has given other 
securitj for Rs. , lf,000. Some Nidhis require a certa'u 
number of shares as o. qiialifloatioa for the directorate, but 
there is nothing in the rules to prevent such dheetors from. 
, .borrowing pn such shares. .. 

There does , not appear to be any rule, as is general in 
Germany and Italy, against dij'GCters borrowing from the 
society ; in one Nidhi the direotpra may not borrow upon the', 
shares held by them as a nee«ary condition of office. Iii; 
the Building societies of England and Amorio4 (with exoop- 
tions, c.y., Galifornia) and the Nidhis of MadraSj the direc- ‘ 
tors have all the rights of ordinary mernbem, whereas in the, 

, Co-operaiivo: banks of Continental Europe; their poslticn is 
generally hold lO; entail many duties and responsibilities 
and To debar them from the privitve-es of oredit, except 
'undem special safogrMs^ ' . ; . 

Audiiofs,—In most Nidhis audit is, of course, Very simple 
matter, but- the larger ones, with thousands-of transactions 
to the value of I-ikhs of rupees, require most cmefui. audit¬ 
ing. It is rrsnal foiTthe rulftsTo provide pemanent as, well 
as special an.liters; the former ere appointed for a year or, 
term of years, the latter annually ; the former are intended 
to soratinizo the acopnnte and Beenrities very frequently, viz., 
daily twice a week, weekly, monkld-y, So., according to the 
Nidhi; tho latter conducts the usual annual exainination. 
Some Nidhis adopt the plan of disallowing any direotor 
from b®lng an auditor; in others the permanent auditor is 
always a director or member of the rnauaging committee. 
It is a question whether a direotor should ho a permanent 
auditor ; the duty of the latter is to check the operations of 
the Fund isioluding the work of dnectors arid the ohservanoo 


nilefl; ba should have the position of the Buropea 
conseur ” or oommittee of supervision ; this would tend to 
pxovent the scandals which oeoasionally aiistf; it is the want 
of obervanoe of the rules that has ruined nlahy aNidhi ; 
if the permanent auditor is a man of energy and influence 
outside tho directorate, he will soon find out and check those 
uluses which follow a to directorate) (fr au tinsorapuloua 
liecretary. The special auditor should always bo a profes- 
sioual man, whether aSharehoMer or ontsider, and, if possible, 
should bo re-appointed from year to year, so as to become 


.acciuiiiUted with the affairs of the Nidhi. The rules of 
many Nidhis are singularly defective in the matter of audit 
and audifors; the practice: has been in many, and still may 
he ill some, far worse than the rules| in a-c 
sent year ( 1894 ) valuable jewels on pledge were taken; from 
the safe by an oiSoe-hoarer (it is puripua that he should have 
got possession of the threo aeparate keys) and pledged 
elsewhere, but the theft was never diso^yored either by the 
permanent or special auditor ; ten. months after the theft it‘i 
was'discovered by acoblent, and other defaloatians are sai.d 

to bavn sttbsequently been found. 

Audit occasionally discloses a obusiderahle number of 
errors,want of' receipts and vouchers, want ,pf stamps'to' 
receipts, ei'roiieous desoripfcions of valuBblpS, confusion among 
secoiibies, bonds neither caGoelled nor rPturnod, though paid 
up, bills paid without pre-audit, ^d: That is when it if 
well done; in some cases to judge by various arid very 
frauds, it is a mere name. There have bpen in some oases 
great scandals; jewels and securities returned by a secretary' 
to the borrower during the ourrenoy of a loan, and fresh 
loans obtained on tbem; valuable jewels dishondstly removed 
■from the safe, and their ahsenee hot detepted. by the perma¬ 
nent bi-weekly or by the periodical auditor, over a long 
period; money paid in but never creditedmortgage deeds 
and bonds made out in the seqi'etaxy’s private name; money 
largely misappropriated and ropfesented as balance in hand, 




ef, _ ’ by jewels either Don-existent or of trMiUfj- 

^:,;TClaHve Taluo, or as coveted by goods nof. brought, according 
to the rules, into the society’s, godowns; hedvy debts long 
overdue, and often hopelessly irrecoverable, charged as assets 
to their full value, and included, in the valuation for profits; 
cheques signed in bant and representing no real transaction. 
These are sjieoiraens of actual frauds, every one of -which 
must have been detected by oven decent audit, -whether 
ordinary or special. I n one case it is true, the auditor found 
out the fraud, whereupon the directors th'reatened resignation 
if the auditor -was hot dismissed; ho -ivas accordingly dismis¬ 
sed, and a relation of a director appointed. Thero is an 
important item in the balance sheet regarding which an 
absolutely oorreot audit is essential, viz., the item of 
profits. In one of the oldest and best Mdlris, a recent 
audit declared the profits to bo (say) lis. 10,000, but 
a section of the dii-eotors and others claimed that it 
was Its. 14,000, a difference of 40 per cent.j and a second 
audit was demanded. The two calculations or estimates 
proceeded on totally different principles, and one was 
obviously wrong. There is nothing in the reports to show 
the method, of calculation adopted, and it is clear that a vqry 
small individual error in calculating the value of thousands 
of debts would make n very serious difference. The profits 
entered in the reports are simply the difference between the 
aggregate assets and the aggregate liabilities, and there is 
nothing to show whether the assets have not been overvalued 
-a most common enw in England—or the liabilities 
imderstated. The assets of a Building society consists 
chiefly of the ‘^present vaiud ” of the debts due to tbo 
Boiety, and there is nothing to show whether these debts 
have been correctly calculated. A proper audit should see 
whether the assets and liabilities are properly‘valued, and 
this can hardly be done in large societies except with the 
aid of tables which do not appear to be in uso. There is 
moreover, evidence that a common fault of Funds is to 


Include debts as iiSsets even when they may be hopelessly , 
irrecoverable, and not paid upon for years ; this |a£se; 
valuation has '^been the ruin of Bome Kfidhis' in whioh 
pi^ofits were declared upon a so-called valuation of asseie in 
which many thousands of rupees were mere paper debts. 
A. strict Building Bociety auditor v/ould detect this, and'' 
refuse to allow such debts to appear in the balance sheet as ' 
.assets. 

There is little to prevent the misappropriation by cashiers. 
&c., of petty sums, portions of subscriptions; A pays 
in Esr 10, gets a receipt for the sum, but is credited in tbe 
ledger with only Es. 8. When the apparent aiToar attracts 
attention, the deficiency is made up from another account, 
and so on. The examination of pass-boolm with the ledger 
does not seem to f9|m part of the audit. But in one society 

possibly in others—it is the, practice to call in all the pas^“ 
books every three or four months, when a special committee 
examines them with the ledger; if this is done, embezzle¬ 
ment must be, at once detected. 

It is obvious that independent external audit is absolutely 
ueceBsary : such, audit is universal in Europe ; in England 
thp services either of the publio (Treasury) auditors or of 
chartered aooountantSj is almost universal in public societies, 
the former , being specially available for Friendly, Benefit 
and Co-operative societies, while in the new Bill (189S) for 
Building societies, it is expressly provided that one at least 
of tho auditors shall be a professional accountant. . In Ger¬ 
many the luand banks have , special committees of super¬ 
vision and audit, and a Government eommissionor watches 
all proceedings and has large powers of inspection; in the 
Sohulze-Delitzsoh and Baiifiesen societies, audit is provided by 
internal arrangement; above all the Co-operative Societies^ 
law itself (1889) now provides very stringent rules for due 
audit ab ecttra ; every Union (group) must provide for the audit 
by experts of the societies which compose it, and, if the society 
does not belong to a Union, local Civil or Commercial Court 


Jwiil nominate an auditor on* tbe request of . five ' merabem 
Simnar provisions, thougb not in the law, are fotind in Italy 
and Austria ^ in France the Or&iit Fo is provided (1) 
with a governor and sub-governors appointed by the State, 
(2) with three high financial officers ot Qoveriimeut ou the 
directorate, (3) with a ooxnmittee of “ oenseurs with large 
powers of supervision. When such precautions are found 
necessary in Europe, is there less nccesaity for independent, 
external; skilled audit in India ? The opinion of the most 
oxperienood Madras Nidhi directors is that without skilled 
external supervision, there will, in most oasos, be relaxed ox 
lax administration and continual fear of fraud; a Govern 
ment inspectorate with European supervision is expressly 
meniioued by them as the remedy. Whether Unions and 
Union inspectorates, when available, would not be an equally 
sufficient remedy, may be ooilsidered ; at present, however, 
there is neither Union nor inspector. One society remarks 
that the auditor is annually appointed “‘ among the eub-» 
Boribers who know how to read and write and cipher, ^’ 
hardly a sufficient qualification, but exactly paralleled in the 
case of the early English Benefit societies; in another case 
the auditors are respectively a pleader and a schoolmaster. 
In the light of the frauds, negligences, and igaorance 
displiyed in the failures, it is most important that a system 
of external audit bo imposed upon all societies, trading in 
credit upon funds collected from the public. 

These are found in some Nidhis; their position 
is never defined and their duties are vague; apparently-^-m 
some secieties—they sign all cheques, but arq bound to see 
that they are issued in conBonance with orders properly 
passed by the president. In one society they are said, how¬ 
ever, to have issued a number of blank signed cheques to the 
secretary to be filled up as occasion required. In anothor 
Bcuiety the only duty mentioned in the rules is that of 
verifying the securities pcriodioally, a veiy useful duty, if 
carried out. In one mofussii towm their duty is that of 
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keeping tlic seouritiesj the sevelal keys of the sate being 
entrusted to them. 

^ Secretary.— Thie o£5cer, who is usually the best paid in the 
Nidhi, is really the manager; he has large powers and of^eu 
still larger inSuenoe. He is supposed to be the executive 
ofiSoer who simply carries out orders, conducts correapondence, 
and controls the establishment; ho is often in reality the 
promoter and founder of the society; he is frequently the 
central figure, and his opinion is of great mfluenoe; with a 
good seoretra-y the directorate is apt to become lax. He has 
also certain powers of granting small loans, a.ndin one society 
is mainly responsible in deciding priority in issuing loans, 
and thus has great power. In nine out of seventy liquidat¬ 
ed funds, the liquidation amounting to bankruptoy was 
directly or indirectly due to the frauds or faults of the 
secretary. 

Tlio treasurer and staj$ need bo notice ; in some cases 
security is taken wliere they deal with money or have valae- 
ables in their possession, or whore the amount of loans 
depends upon their valuation. 

Appraisers are impoitant men’; if men of position their 
time has to bo paid for by considerable fees, and thus loans 
become costly : if they are mere low paid officers it is 
obvious that the Fund runs risks; in one district it has been 
stated that many lasses have occurred from appraisei^ 
accepting presents to overvalue the securities offered when 
at a distance from head-quarters. Oojtect valuation is a 
•standing dififioxdty in the matter of lands, especially when in 

villages away from head-quarters. 

^ Accoimt8,—Tho office accounts seem generally good 
though various systems are adopted. A.S th^y have been 
started in Madras, they have had the advantage of profes¬ 
sional assistance, and the books are usiially based on those 
"' of the Bank of Madras or of the Exchange banks or on 
vthe Government treasury system. .Probably these might 
/adapted and simplified into model forms for the purpose o.E 




?; rittal and other Nidhis, if there were a Uaion of tlieae 
Nidhis, where experienced directors and secretaries could 
meet and compare forms. There seems room for improvo» 
meats in the oheoks over coUeotion, whore the risks are both 
, without and within the office. It is uanal now in Madras 
city to adopt the bill-book system; a series of Mils is pre¬ 
pared showing amount and arrears due by each subscriber, 
and siihilar entries are made on the pages of a book; the 
eolleotor takes them round, delivers the reooiptecl bill on being 
paid, and obtains the initials of the party in the bill book: 
this serves at once as a cheek upon the oolleotor and upon the 
office; the collector must account for the value of the 
initialled entries in the bill book ; the payer seas eaoh month 
by the demand made, that his payments have reachod the 
office, and the permanent auditor has only to oheak the bill 
book with the cash accounts to see that all collections have 
reached the treasury, , One objection is that each member 

oan see in the bill book the state of other members’ accounts, 
and it is suggested that the oounterfoil biU system, while 

simple, would obviate all risks and difficulties, 

:^A11 accounts ought to be kept double entry; in one' 
of the best Nidhis, the accounts are on the single entry 
system, and a succession of auditors have oommentod upon 
the unnecessary complexity of the accounts and the great 
difficulty of tracing errors, one auditor recently remarking 
that “ the anditor after his audit is over cannot, with any 
“certainty, say that the accounts are correct.” It will 
probably be advisable todraw up a model set of accounts 
for general use. 

Keporti and Balance Sheets--Th.ss& are periodically (one 
year or nine months) drawn up and a copy of the balance 

fihaAf an _ 


sheet is generally—according to the rules—to bo sent 


each member. Of course nine-tenths of the members” do 
not understand, even if they can read the account thus 
presented, and tide famishes another argument for external 
supervisioa, not neoessaray Governmental, but external, mm 


that of profesaional audit or of inspection by Union 
ofiSoers Where the members cannot provide an intelligent 
cheek, such oheok mmt be imposed ah extra. ' 

Arikhs .—These are often incomplete or i-edundant: one 
Nidhi copies bodily the rules of another without even 
■ understanding the bearing of many of them. Thero. is 
gi’oat need for a model set of Articles suitable for these 
Nidhis, and for a commentary explaining their use and 
meaning. Often, too, the Articles are merely for exhibi¬ 
tion rather than for use; the l^jstory of many failed hanks 
shows this beyond a doubt. In one case the Articles wore 
good enough, tiud’ the rules for audit particularly full, with 
extra oheoks upon error and upon departure from the rules; 

' the history of that Fuad shows that the Articles were a 
mere dead letter and the audit a total sham. Real super¬ 
vision is wanted to spe that the Articles are properly drawn- 
and properly observed. 

Directors are generally permitted to make bye-laws, pro¬ 
vided they arc not inconsistent with the Articles; hut these 
» bye-laws often amount to new Articles and are therefore 
illegal,r.y., prescribing and excluding interest on deposits; 
ordering that the payment of matured shares shall bo the 
first charge on a Fund; ruling that a particular class of 
persons shall not he admitted to the Fund ; ordering that 
transfers of shares may be disposed of by the secretary; ^ 
deoiding that the Fand Bhall bo entitled to recover a loan 
at once if not utilized for the purpose speoified^in the appli¬ 
cation, d:o. These rules - may be very good, but they 
appear to bo -re v additions to tlio Articles or deelarations 
of policy, and, ns such, shotdd be Articles of tbo Fund. 

idmds.—These proceed from the subscriptions of members 
chiefly, and to a small degree from deposits; the Nidhis do 
not borrow except by deposits. In one society, whiob, 
however, rosemblei an ordinai’y bank, there is a capital 
opmposofl partly of foundation shares, fully paid up, and 
partly of the ordinary subsoription shares. 1 
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aonept deposits from shareholders; generally, however, they 
are taken from any person offering. In some Funds direc-. 
tors are bound to or do lend under* the name of deposits 
whenever the Fund is in need of ready money to pay dff 
matured shares, or to meet demands for good loans. Gener-* 
ally speaking, deposits in the mofussil are made in large 
sums by a few people; they are not the petty deposits of 
the masses: in some Nidhisa minitatim, e.g., Es. 25 is pre* 
soribed for each in payment, It is, however, said that these 
deposits are in m.any cases made by money-lenders; not 
necessarily professional lenders, kit persons who have aoou* 
mulated or inherited money and utilize it in lending on 
good security. Some join as directors and deposit funds in 
order to develop business, so as to obtain profits without 
individual risks and trouble ; others are mere depositors. 
The connection of money-lenders, at least of this class, with 
the Funds is noteworthy, ospeoklly as so, raiioh of rural 
money-lending in this presidency is by the monied classes 
rather than by Marwaris. Interest varies aooording to term 
and bank; 5 per cent, for ordinary deposits, 6 or 6|- for 
twelve months’ deposits, are moderate rates, and 74 per oent. 
is not uncommon; in some sooieties three months’ deposits 
get 6 per cent., and twelve months’ deposits 9 per cent. In 
one society charitable deposits get 101 per cent. The ratio 
of deposits to capital is usually small; the highest propor¬ 
tion, with one exception, is one-fonrth of the nominal 
capital; in many* oases it is not, above one-tenth to one- 
thirtieth or even a much, smaller fraction of the capital. 
No limit to the aggregate amount of depo.sit8 is generally 
imposed by the rules; in one Madras case the deposits are 
three times the amount of paid-up capital, but this is not an 
ordinary Nidhi, and ifi purely European or Eurasian. The 
small proportion of deposits, considering the very good interest 
paid and the apparent demand for loans is remarkable. 

No special security is offered for deposits; the status of 
the society plws the reserve, if any^ and any amount still 


“I'^due upon the euaree, are the direct guarantees this latter 
appimches zero as the shares approach maturity, and where 
a: whole series simultaneously matures, deposits have to ho 
attracted by high interest. Deposits are mora readily 
attraoted to societies which lend chiefly on mortgages r^ither 
than on personal security j depositors consider suoh a Futid 
moro solidly established and less risky than those where 
loans on personal security are the chief feature, while, the 
deposits themselves, being lent on good mortgages, ai-e 
unlikely to be finally lost. It is probably the absence of 
materia] and solid guarantees for the repayment of deposits 
which prevents their inflow; the interest is far higher than 
that of Government paper, and the directors of the hank 
are locally well known; high interest is evidently insuffioient 
per Be to attract deposits. It ia also certain that with 
substantial and permanent reserve and other guarantees, 
■deposits would be attracted not only in -larger quantity but at 
cheaper rates ; with Government paper below 4 per cent, it is 
difficult to believe that 6 to 74 per cent, is necessary in 
Funds, if well managed, supervised, and guaranteed, A 
Small loss of interest on a good reserve would be far more 
than recouped by cheap deposits. Another reason for 
paucity and dearness of deposits is the necessary delay in 
repayments. 

The smallness and dearness of deposits, the want of 
definito security for them, the difficulty of repayment in case 
of a nm, and the disorganization of loan operations when 
deposits arc withdiawn, are among the weak points of these 
pGoieties (seis below ‘Defects’). 

iZeserj)#.—This is generally provided,for in the rules by 
an allotment of from one thirty-second of the net profits 
after deducting nil dues to subscribers for repayment of 
principal and for guaranteed profits; suoh allotment is 
usually trifling. It is also usual to provide, by rule that 
this reserve shall bo broken up and divided in whole or in 
part every three or four years; on examining a large number 









f <Jeclanng the amount of net 

profits divisible for the year. This would keep the reserve 
' tui!, and yet avoid the injustice of estabUshing a reserve at 
the sole expense of the first members or borrowera. 

Mutual Loan societies, such as the iNidhis, 
poflts ought to be entirely subsidiary to the maiu pui-poso 
vix., the cheapening of credit; profits are indeed a legitiLte 
. means of stimulating thrift, but must not become the chief 

solely by the borrowers and when directors and office¬ 
bearers, as such, take almost as large a share (usually seven- 
Mxteentns) as the whole mass of subsoribers. After pr^ovidmg 

should be kept as low as possible, whereas in the report of 

Zl” SZZ’”' « z Zt' 

. bearers, and s unduly high. This divergence from the true 
co-operative idea is the besetting temptation of Oo-operat ve 
Bocxe ies all over the world; in America one borrow^ 

m u V jf Madras the tendency is for three borrowins- 
members to furnish relatively small profits for themselvet 

Z d rLZ‘T“' T'*'’ '"6“ 

toi directory There can be no doubt but that the men who 

z oriZ fcu Zop:': . 

rrxn.- f f .v ^ prosideucy, and the compulsorv 

re istratxon of the Funds under the Joint Stock Companies^ 

A tonises them to be looked upon simply as Joint 8^ 
home les, where profits or investments are a principal object; 
as ® ^ and in public discussions, these Funds 

II '' Agricultural banks, are Wed as joint- 

^Sg^egations of shares rather thL as 
a..sooiation8 of members oo-operating for mutual relief. 

source presidency chiefly from an unusual 

souice, vu.,^ the unpunctuality of the members. In Engknd 




and America profits are obtained (1) from the differonoo r 
between the interest on money received and that on money , 
lent out; (2) from premia obtain.ed at the auction of loans; 
(3) from compound interest obtained as against simple 
intorest allowed ; (4) from minor sources such as fines, 
entrance fee.,) &c. These produce considerable profits 
which are periodically credited to the shares by some such 
method as follows: interest at (say) 6 per cent. Is first.; 
oredited to the subsoriptions of all previous periods, and the 
remainder is divided among all shares {see ^Building 
societies’Brofits In Madras, however, it is oustoioary . 
to charge interest at (say) 6i per cent, on the whole amount : 
of a loan and to credit the subscriptions or. repayments with ;)■ 
interest at the smnt raU. Hence no profits can be made out 
of this chief source, viz., interest on invested funds,/for, 
Ihoagh a loan of Es. 100 at 6| per cent, earns about Rs. 43 
in seven years, while counter-interest on repayments amounts 
only to about Rs. 18, the Rs. 100 itself is a sum invested 
by mombevs as subscribers and also boars interest at the same 
rate ; henoo the interest received and that paid on the princi- . 
pal balance one another, while the couiiter-feterest^ allowed 
on the repayment of the loan is balanced by the interest 
received by the society on the same amount re-invested. 
The following table shows roughly the fe.ots where a Euiid 
works on capital borrowed (deposited) at 5 per cent.:— 
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Tho lia. 10»000 aro 
lt*nt!oatiri 100 loans 
ot lls, 100 aiicl repay, 
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f/Mmae at tlie end of seven years the Fund Will owe 
0k 10,212, viz., Rs. 10,000 lo depositors, &o., audR's. 212 to 
the borrowers for balance of counter-interest after adjusting 
their loan accounts; and for repaying these deposits it will 
have Es. 9,275 + 1,743 -p 105 = 11,123. The oompound 
interest about balanoes the counter-interest, and the profit 
is derived from the H per cent, difference between the I’ato 
paid for the money lent and that borrowed. At 6 per cent, 
on the borrowed money the F’und oonld not pay its way out 
of ordinary profifs; it must seek them from some extraneous 
source, which it does, viz., from fines. The oaloulation will 
be somewhat more favourable thau the above, as tho 
relending and tho interest thereon should he calculated by 
monthly and not by annual rests. If the amount of 
Es. 10,000 Is not borrowed, but proceeds from investing 
members who are allowed iw cent., there can be no 
profits. 

Some Mdhis reoeiye deposits at .a lower rate of intere.st 
than that received from loans granted, 5 or 6 per cent, being 
common ; such deposits, however, are usually small or triflings 
Nor is profit generally obtained from auction premia paid 
for loans as in America ; Madras Nidhis usually grant loans 
either by order of priority or by lot, and not by auction. 

Profit, in fact, is generally obtained from fines, entrance 
fees and minor payments and from profits on withdrawals; 
in one groat Nidhi the amount of net profit, after deduoting 
guaranteed interest, during three years was below Es. 15,000, 
while the sum produced from fines, euphemistically called 
“additional interest,” was above Es. 10,000; in another 
Nidhi, the fl’W.s inoome in one year was about Es. 10,000, of 
whioh fines amounted to over Rs. 3,000; in another where 
directors’deposits received 6 per cent., and the interest on 
loans was only 6| per cent., tho gross receipts from interest 
were Es, 864, of which Es. 275 were penal interest for 
delays; in another the hooks for one month showed Es, 146 
as fines alone. In another the gross payments of interest 



(oil permanent loans were Es. 4,200, of wMoli no less 
its. 3,462 were penal interest. These %es are generally ; 
very heavy: from 2 to 6 pies per rupee per month (12J to 
37| per cent, per annum) are usual rates. Legitimate hs 
fines are when used to secure punctuality, there lies in them 
a great temptation to use them as a source of income; 
unpuuctuality is apt to be connived at, if not encouraged, 
because of the profits derived from it. It is a bad augury- 
for the general success of banks that the chief profits of some 
: existing institutions should arise from the nnpunoiaality of 
their members. 

Profits on withdrawals are legitimate ; if a member 
suddenly doshes to remove his capital, it is presumed that he 
has a profitable use for it, and as his withdrawal is a consi¬ 
derable inconvemenoe and source of loss to the society, a 
withdrawing member is usually allowed only a part of the 
profits credited to his share. This rule is universal throngh- 
ont the world. 

In this presidency, however, withdrawals are unfavourably 
treated in many chief Nidhis; only the amount actually 
subsoribed up to date is returned, no interest or profits being 
allowed, unless, in some, it can be shown that the withdrawal 
is the result of “ force majeuro ” such as a transfer of appoint¬ 
ment, when 2J or 3 per cent, is allowable. In oases of 
withdrawal by ceasing to pay up subsoription, some Nidhis 
return the bare amoimt that has been paid'up; others return 
it with a deduction; these provisions are illiberal. 

Conversely, profit is unduly sought where, as in many 
Nidhis, repayment of regular loans repayable by instnimeats 
will only be received in advance if the whole interest duo to 
the end of the originally settled period is jiaid up : this is 
unusual; six months’ interest is ample, especially when 
money Can readily be again lent out. 

The division of the profits is open to objection when 
viewed in the light of oo-operative practice in other countries, 
and displays a tendency to exploit borrowers for the sake of 



Ifceotors, or at least to favour tlie earning a profits for tbo 
Benefit of directors. The directors and o^oe-Bearers of a 
society are usually paid sitting fees and a silage of tlie profits,- 
^iJhis share maybe only one-fourth, Bnt rises tc\Q:^e-half, four- 
. fifths, and in one case to seven-eighths of the wl'pj.^ net profits. 

■ This may be good business, hut it is not'|eo-operation. 

Generally speahicg, about niue-sixteentbs goct^ the sub- 
: .8oribers generally inoludiag, of course, directors, and the 
remainder to the directors and offioe-hearers. V 

The system of paying directors by a share of^be profits 
has the advantage of stimulating business, but,the very 
great disadvantage that when so paid, especially bj a very- 
large proportion of the share-holders the direotora aie apt to 
consider the society as a milch cow and to squeeze oti; profits 
' to the deti-iment of borrowers, and even to the risk of bad 
business. The desire of directors for profits also tends to the 
miscalenlation of profits; this is a well-known souice of 
danpr, and may be illustrated from one Nidhi where a 
section of the directors claimed that the profits were higher 
by several thousands of rupees than those disclosed by the 
audited balauoe slieet, 

The method of ascertaining profits for declaring a 
dividend, is often faulty, whether from the desire for present 
profits or from ignorance. The rules are complete enough, 
but in their application there are gross errors; e.g., interest 
due but not yet paid, even upon long over-due loans, is 
credited as a receipt included on the credit side of the profit 
and loss statement, and forms part of the “net profit” 
divided among the members. Similarly in estimating assets, 
over-due loans are entered in many Nidhis at their full 
value; the increasing volume of these in some seems to point 
to the inclusion of possibly irrecoverable debts; these, 
of course, should have been written down to their real 
value; it is not uncommon to see several thousand rupees 
under this head .'as an asset of which the value is wholly 
doubtful. . ' 


slioulfibe kept low and should return as far 
-^possible to the ; it is legitimate, though not nooes- 

• sary, that dirOG^rs should receive honoraria for their trouble 
aud'esperieneej^y but these honourable posts, largely gratuitous 
elsewhere, shc-hld not degenerate into mere sources of income, 
to be soramh&cl and intrigued for and to be remunerated in 
inci-easing yduoie at the expense of the borrowing members^ 
Experience^moreover, even in the presidency, shows that 
those sooie/ies are not necessarily the most successful where 
the rules ’ lovide most liberally for the profit of the directors; 
there has been frequent disaster entirely from the nature of 
the bueniess accepted with a view to raise profits, and from 
the nature of the men who have sought office in order to 
obtain Profits. One or two Funds, the Hindu Fensipn 
Fund ^Madras) have worked well—the above .Fund since 
1854—withoat the directors reeeiving a single rupee in the 
w^ay of profits, honoraria, or even sitting fees. 

money raised by subscriptions or by deposits 
is lent out chiefly to members ; in Madras city personal 
security is, in some eases, accepted, but generally only good 
mortgages and pledges of jewellery or Government paper. 
In the mofussil, on the contrary, personal security is more 
common thaxi mortgages, which in some of tho largest 
Nidhis are either expressly excluded, or obtain but a small 
percentage of the loans, and then only with the addition of 
a personal surety. The reasons assigned for this difierenoe 
will he seen immediately, an'J afford much ground for 
thought; briefly and chiefly they are that in Madras porsonal 
security is shunned because of personal distrust due to a 
prevalenoo of fraudiilfent praotioes, and to the facilities for 
bankruptcy, while mortgages are favoured because of a good 
system of title and of ease in recovery of debts; iu the mofussil, 
mortgages are avoided because of difficulties of title and the 
effect of the Revenue law for tho recovery' of arrears, while 
porsonal security is accepted hocaiise mutual confidence exists 
between members residing iu the same village or town, and 




known ns neighbours. It however, curious 
liifrfi even, in mofussil Nidhis, morfgages l|i*G rank prior to 
poiaonal security in the sequence of prc^n’onee, ar.d are 
granted at lower interest; this is due either 'o the fact that 
the rules are borrowed direot from Madras, c M'O an opinion 
that mortgages fer .sc are safer than perifinal seouxity ; 
if it is the latter,!; it folloWB that morti ;ge8 are not 


accepted heoauBO of the difficulties title and 
enoamhrances. V 

Ihe oojtimercial bill is not in use as a meihod^^lf credit ; 
the cash credit is also absent. !\S! 

These loans are granted in the usual way, jV’iding no 
description j there is a oommittee to receive ap^ioations, 
valuers and appraisers and a decision. Loans are gifuted to 
abouthalf or three-quarters of the estimated valueWf the 
property if mortgages; to a somewhat higher if 

^ 'pledges.^ _ , Bi«3 ■ 

Securities are various, viss., paid up or partly up 
shares, jemis, Government paper, land and house prt^erty 
and personal security, preference being .given in; M|dras ^ 
city in the order named. In Madras city mere pei:j:a<.ual 
security i&strongly objected to and in fact generally ref ; 
it was deliberately stated in two large societies, that in \that 
city it is net safe, owing to the fadlities for bankrnpt^sy; 
no respectable person, it was said, will stand security except 
for very short. periods (three months) since the habit of 
evading debt has grown up. In the margin of the miles 
of a large hank which has collapsed, there; is 4 penoil note 
by a director that the rain of the bank was due to loans on 
personal seourify. This is a very unsatisfactory condition, 
but in rural parts this want of eonfidonce, these breaches of 
faith, do not exist to a material degree. 

The method of repayment is that of the Building societies; 
suppose a man has bile share payable in eighty-four months 
at Ee. 1 per month ; a loan is granted to him for Es. 100 
upon mortgage of a house worth, perhaps, Es. 150, this loan 



!^0 repays simplj)\ by his ordinary monthly ii-stalments" 
i pii(S interep ;; at the end of the eighty-four months 
from the date cA'iis entering the society, his shai’o will, as 
usual, bo worth" is. 102-8-0, and his debt is therefore wiped 
off. If his lo8' is for Es. 500, he mast take five shares. 
Hence he is .ble to pay off his debt by small monthly 
fractions—a '‘iry useful plan to those who got monthly pay. 

The moth-l, of ascertaining title is an interesting point. 
In Madras "town it is easy, for "within the limits of tha 
High Oour’original jraisdiotion, the Collector’s certifioato 
is used "H a title-deed; no one will aooept a mortgage 
without t’og production of that certificate ; consequently, if 
it is banded ow to a crodltor for a loan, not only is the 
creditor ;hire that there is no previous charge, hut he retains 
full ooic(/;rol over any attempt at subsequent dealings. This 
oertifiojito system, however, is giving way to the ordnary 
method of registration, and it is said that there is jjreater 
diffioi/lty now in dealing with real estate. Moreover, one 
ohief/Madras Nidhi expressly states-—and itispyobably the 
oac ^in the others also, especially those which pride thamselves 
on £ho opting only seome businoss—-that very many applioa- 
tio8/ a,ro reje< 5 ted oven in Madras from defective title or 
fronil' inability to prove a clear title, The anplication forms 
fqj/ loans usually contain very searching and complete 
•Questions as to title, enoumbranoes, family claims, &o., and 
' the rules provide for full additional enquiry by directors 
commissioned ad/wa. 

Now it is notorious (1) that there is no registration of title 
in the mofussil; (2) that even the ascertainment of prior 
encumbrances is most expensive and somewhat uncertain ’ 
( 3 ) that owing to Hindu family law it is most difficult to 
ohtaia thoroughly seorrre title. How is it then .that the 
up-country Nidhis can lend at all on land and houses P 
There is one simple answer ; the borrower is a member of a 
purely local society having a very limited sphere of aotiori" 
hence the officers of tiie society know each member personally 





Si 


" oan aeoertaia his ciroumitanoes arid tho status of his 
property very easily. The horrower, on tho other hand, 
hoing a member of this email society, dare not mis-state 
. hiS for fear, not so much of legal as of social penalties* 

To borrow monej^ from a society composed of bis immediate 
friends or neighbours on bad seouiity, wonld be to rob them 
deliberately, and would expose him to the utmost social 
danger, ft risk that a few men will run, espeojally Hindus 
living under the village system. Even if the security he 
bad, the borrower will, member, continue paying up his 
shares—which is all that is needod™for feai of social 
ostracism, . Knally it must bo remembered that all over 
tte world, a villager is unwillin to betray or defraud his 
co-industrial, his immediate neighbour or oasteman, or the 
co*member of a Benefit society; it is found throughout 
England and Europe that they will undertake any saorifioea 
rather than leave an immediate neighbour or co-member in 
’ tho lurch, so much so that emigrants will remit their old 
arrears from a distant country rather than undergo the 
reproach. This feeling is equally strong in the ordinary 
village systems of India, where brotherhood is still alive and 
ancestral debts are cheerfully taken up for payment^ and 
this febling, so‘apt to die -out under the inSaenoe of indivi- 
dualism, is revived and strengthened by association in a 
societ)^. Moreover, the societies usually make very caroful 
enquiries from the applicant; tho apfjlioation forms in the 
best societies require very full statements as to title, as to 
the number and relation of the co-heirs and their exact 
interest in the property, and a statement as to onoumbraucee, 
if any; he is also made to sign a declaration that his state- 
inont is true, while the bond contains a statement by the 
borrower that he is responsible if any prior claim turns up. 
In one society which has been started by and chiefly deals 
with rural members, the examining officer has a printed list 
of fifty-four questions, dealing in great detail with tho family 
relations, status, &o., of the borro’wer, and with the status, 




title, enoumbranoes, &o., oi the property, the use to ■wMoh the 
loan is to be put, the manner inwhioh any prior debt to be 
redeemed by the new loan, was spent, &o. It is further to 
be remembered that even a security of insufficient value may, 
rapidly become sufficient, not merely by an improvement, if 
any, effected by the loan, but by the gradual monthly 

repayment of the debt; the secnrity remains the same, birt 
the debt is gradually reduced. Moreover m mofusail towns, 
where the village system is comparatively non-existent, it is 
not uncommon-”in one large town it is said to be universal —• 
to add personal sureties to the mortgage deed, so tha,t the 
Fund is protected in every possible way. Doubtless in the 
mofuBsil, as in Madras, very many applications are rejected 
from want of a clear title, and, as a matter of fact, mofussil 
mortgages are compaintively few in number, partly because 
nearly all the best Funds are in towns, generally of con¬ 
siderable size, such as Bellary, Triohinopoly, &o,, where* 
therefore, the Funds have mufassil difficulties as to title 
without either the Madras city conveniences or village social 
guarantee^ partly because of other difficulties arising out 
of the Eevenne law which, for arrears of revenue, sells lands 
free of snoumhranoes. 

In the mofussil, then, the security of a society is (1) title 

ascertained hy direct knowledge and enquiry in a oiroom- 
sorlbed locality; (2) a olause in the bond holding the 
borrower specially bound; (3) the addition of a personal 
surety; (4) the fear of social ostracism; (5) an actual 
unwillingness to go back from engagements; (6) the 
addtional bond of membership. r; 

If there were no other reason for the localization of 
societies this would suffice; no Central society can venture 
to give loans without cut and dry information as to title; 
this, in the absence of ail registration of titles, would he 
prohibitively expensive for all small or medium loans* 
and most of the applications would have to be rejected; 
on the other hand, borrowers would have little objeciipn 



to, sharp praotice as against a distant and impersolSt 
society. 

One great defect in security is the absence of fire insurance. 
In mofnssil towps B^we is oonsiderable risk of fire, especially 
where there is no municipality to insist on nothing but tiled or 
terraced roofs. Most mortgages in the Nidhie of snob towns 
are on buildings and yet these are uninsured. This is one 
reason why sureties are added; the sureties are practically 
Insurers against fire. In the Ceded Districts the risk is less, 
for every house has a flat mud roof; in the Tamil districts 
' the risk must be oonsiderable. 

Loans are granted generally to members only, but in most 
Nidhis it is now allowable to lend to outsiders if funds are 
available, and at increased rates of interest. 

Class of Hows,—There ai'e numerous classes of loans, viz., 
(1) regular or permanent,loans to subscribers on n>ort« 
gage, on pledgOj, on promissory note when Q-overnmeni paper 
is deposited, or up to 95 per cent, of 'piaid-up subscriptions, 
on bond with sureties; these are always-repaid by the fund’ 
system of monthly instalments; (2) temporary or extra, 
either to members or to outsiders; for short terms usually of 
three to six months repayable in lump; (3) small lot ioa-na 
of Es. 5,10 or 20 repayable in from one to three months. 
The following table gives details for the few societies that 
have supplied figures as requested 
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caltivation and rioli land" Tho simj)le Ibonda and promissory 
notes ate the loans not merely on personal seonxity but upon 
the paid-up value of shares; hence ' the table i| not incon¬ 
sistent with previous remarks. • The heavy Madras figures 
with v/hicii the numerous kige mortgages show both tho 
greater wealth of the locality, and tho facility with which 
mortgages are effected in the Presidency town, owing (I) to 
the easy ascertaining of title; (2) the ease of recovering debts 
under Bection 69 {c) oHhe Transfer of Property Aot, which 
is applicable to Presidonby towns alone. 

Methud of alloUing nearly every member-"^ 

at least three out^ of four—-of an ordinary NidW wishes to 
borrow, there is much oompotition for loans. Most of the 
Nidhis seem, to grant loans according to priority of applioa- 
tipn ; a list is made, and members get loans in turn; soma 
Nidhis give directors power in case of pressing need to allot 
out of turn. It is hardly necessary to remark upon the 
possible results; the reports show that offioers' 

and directors^ fncnds are apt to obtaia priority, and it is 
conceivable that if much power is left to a secretary or ill- 
paid manager, those who obtain his favour in any way, 
obtain undue priority. Moreover, with the limited funds at^ 
disposal, tho^so who are in the greatest need, must frequently 

fail to cret a loan in time to be of use. 



S^st'methtod asavoMing lavoaritiam aad the ooat of premiaiaS; 

it haa ^been largely alanclooed in Amerioain favour 
of the atiotiou system, and the new English Bill of 1893 
expressly forbids it in all new sopieties, because, app)S',i’ontly, 
persons join sooMies merely to gamble for the lots, whioh, 
, if they win, they 'sell at a high price to those in need, thus 
mlizmgaheavyprofitwhioh ehouMhave gone to the society j 
. infact a sotuety seems to be often formed by a ring of 
;■ speculators who gamble for the subscriptions and share 
the profits. 


—Theinterest in many m high; in some 
it ia.prmd facie, unnecessarily high; but it must be remem¬ 
bered, in comparing rates with those of money-lenders, ( 1 ) 

that all dealings are, in theory at least, regular and clear 
and open to complete inspection and :att4it; (3) that In loane 
payable by ijA8talments, oo'dhti 0 r-iatetest at the same rate is 

, allowed on all iastalments, while so wears, specially under 
the‘kanthu’system, allow ho interest on instalments; (3) 
that all boiTOwers of regular loans are heoesaarily sulsoribers 
who share in the profits of the Nidhi, and thereby obtained 
a father set off agaiust the.''Cost of their loans. .For 
example, a Ic^h of its. 103 is granted at per oent, repay¬ 
able in eighty-four months (Seveh years) by monthly instal¬ 
ments of Ee, 1 each; in these seven years the borrower will 


have paid as interest (6| x 7) =Es. 43-13-0. But since he 


has repaid hia loan by the usual subscription ol 1 rupee 
per month, on which interest at 1 pie per rupoo per month 
(0^^ per cent, per annum.) is , allowed, he will bo . creditod 
with - pies, equal to Bs. 18-9-^ thence for the; aooommo- 
dation of a lump sum of Hs, 100 repayable by monthly 
instalments over seven years, ho has paid about" Bs.iSs, if 
interest upon interest is neglected. From this again" is 
deducted his share of theadditional profits” tke to him as 
a member. 



The following table from Nidhis in Madras and the 
moftiiisil gives a view of the rate of interest:— 
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mofussil Nidhis ; G, H, I, K are in Madras. The great 
difference in interest found in G, H, I, K is notioeaMo and 
no good reason has been given. Penal rates are very heavy 
and are intended to enforce punctuality, but may easily bo 
abused because of the groat profit derivable from thcm- 
The rates given on deposits are also entered, so as to show 
the margin of profit The ‘aiiction premium’ system found 
in certain Madras Nidhis {see H and I) has already been 
noticed; this amounts to an indefinite inorease of interest 
■which may thus depend whoUy upon a man’s necessity. 

Loan valtm. —The maximum value of loans to a single 
person is practically fixed by the number of shares he may 
hold; sinoe each share is for Bs. 50 or Rs. 100, and fifty 
shares is tjje general maximum to be held by one man. 
Hr. 2,500 or I?.s. 5,000 is the maximum loan. The 
minimum yaries from Es, 6 upwards. The small loans are 
lisually the special ‘small lot’ loans bearing high interest 



















































and for short terms; regular ioan^ are not of less value than 
one share'. These sooieties are quite capable already of giving 
considerable loans, 'while yet adapting themselves to very 
petty needs; in one Ceded Districts Nidhi the maximum 
loan actually granted during the past three years is Es. 3,200, 
and the minimuia Es. 10 ; in another Es. 1,180 maximum 
and Es. 5 minimum ; in three other Ceded Districts Nidbis 
the hiaxisnum varied from Rs, 1,600 to Ee. 2,000 and the 
minimum Ml to Es, 8. In the Hdhia of Tamil distriots 
(mofusril) the inaxlmuhi loans aotxiaily granted were from 
Es. 1,000 to Es. 2,800, while the minimiam was Es. 5/ 
While, however, funds are Hfnited to subscriptions with 
occasional or moderate deposits, it is obvious that the mass of 
pubsoribers must fail in getting loans just m proportion as 
large loans are granted; one loan of Es. 3,000 absorbs for 
the time the funds for ten loans of Es. 300 each. The 
following table shows maxima, minima, numbers and animal 
averages for the last three yeans in certain mofussil 
Nidhis:— 



MAXIMUaT. 


LOAHS ABOVK 

Esaoo,. 

boAjra BiiT.oiv’ 
Ba. 100. 

AI.L JLQMSB. 

1 
■ & 

Actual. 

Possible. j 

Actual. 

1 

I: 

? 

P 

1U 

I 

p 

, ^ 

1 

1 : 
■,a 
■ § 

1 : 

,1 

P 

So 

§- 

l 



• 4 



1 

8 

3 

10 



Es. 

Es. 

Es. 

Eft. 


.. Es.' . 


Ea. 


Ra. 

A ^ ' 

6,000 

$.200 


30 

mn 

10^:,:' 

173 

60 

486 


B ... 

2,5.00 

:i,r.0G 

.r. 

60 

76 


19 

4.V' 

• 95 


0 ..i 

fi;«oo 

1,180 

6 

S 

102 


428 


eso 


n ... ... 

2,500 

1,600 


.25 

4^14 • 


224 


628 

... 

.0 ' : . ... 

2,500 

2,000 

,, , . 

BO 

• 84 ■ 


12 

• If 

96 

220 

S ... 

2,600 

1,600 

10 

8 

89 


28 

' ■ • iV '' 

116 

111 

G ... ... 

... 

2,600 

■ 6 

6 

91 

208 

22 

if* ■ 

113 

194 

H 

2,500 

.1,000 

. 6'- 

9 







I . 

2.500 

2,400 

... 

20 

2ca 


.129 

Ml 

390 

i’ii. 

K 

6,000 

2,600 

6 

■ 6 

77 

320 

40 

80 

117 

' 2.M ' 

L ... ,,, 


2,800 


20 

628 

404 

1,014 

60 

1,642 

185 


The average of all loans appears to be about Es. 16% 
From another table given below the average appears as 






























, Number o| Btmkor 
^ . NM3ii. 

Average 
n umbel' 
of loadi». 

Below 

Above 
liu. lOi). 

Average 
amouut 
oJf each 
loan. 

Below 
Be. 100. 

Above 
Ks. 100, - 

‘ ^ 1 

- 4^-^— 

2 

,K 

1 

1 

6 

6 

1 

1 ' ■■ 

. SJ ■ 4 , 7 ^'- 4*,' 

»■■... ■ .i, 

■ ‘V ■ ■ *.*" '' ... 

5' ■ .. ■ 

6 .. ... " 

7' 

8 ... ... 

. . 

11 .. 

I'd 

18: .. .”v. 

14 : ... .i. 

' 1*1 . ... ■ C 

. 

486 

■■ 06- 
580 
683 
' 60 

■■■ 31’ 

■ ■■ ■■ J)6 

115 

29 ■ 

. SO 

118 ■ 

r, 11/. 

1,043 

, . "20”,.' 

V 

.. 

173 

19 

428 

324 

■ 1*^ . 

^ S' 

12 

26 

& 

18 

22', 

120. 

40 

1,014 

mi 

102 

4C4' 

40 

18 

84 

89 

24 . 
.12. 

01 

261 

77 

m 

20. ■ 
3" 

. 100 

'*‘89 

*850 
101 
220 
U,l 
202 
187 I 
194 ! 
. 131 . 

286 
185 
lOO 

94 

1 .. 

mt 

43. 

’"S7 

05 

*”60 

5 

■v mi 

43 

43 j 

' " 350 

m 

*‘*239 

209 

308 

”320 

404 

100 

£07 

256 “ 

^.309, 
—.-f# 

2,130 


108 


Tiiese, thoagh not Beleoted for this purpose, are among 

the best and largest in the presidenoy, so that the statistics 
are not true averages j' they are not complete, and are 
, sometimoa inoorreotj hut are entered a^a stated, pslpahle errors 
excepted. Eemarlvs are needed as Mlows : in P sixty loans 
of above Es. 100 each and eight of below Es. 100 were 
given on. pewonal security, Jl has only been reoontly 
, started j I is rather a Joint Stook Oommeroial hank than a 
Mutual society, and its annual loans average above 8 lakhs, 
j.e., as much as, till lately, the annual normal Govorni^-'ent 
budget under the Land, Improvement and AgrioultHTiets’■- 
■ Acts. But the bank is of pm'ely local and indigcpotig. 
foundation, and is said to be working extremely, 
mofussil town; it oannot, however, he taken as a •>' ' ^ 

tnieNidhi. 

Durafion.—This is regulated by the natia'e of 4he loac ^ 
not by the use to whioh it is to bo pd^' 'All.‘.regeiar* - 
loans, f.e., those to subsoribers to bo repaid by monthly fi 
instalments as shares, are granted fof tine time dining wnich ^ \ 














































tiiose Biiares have yet to run; e.g>, in. onio Fund mth a tef® 
of'eigbty-fonr months, the maximum terra Is neoosilkily 
ftighty-fouT months; in anotner forty-five months y a loan 
asked for after ono year has expired will run only^for 
eeventy-two or thirty-three months respeotively. Xhis- is a 
rigid rule and most strictly ohscrved- ! the ioan must^ he paid 
oi by the regular monthly share suhsoription, or the borrow¬ 
er will be considered a defaulter and treated aoOordiagly. 
While eminently suited to the classes Who oMeily ; use these 
societies, such as officials, pensioners, tradesman, it is obvi- 
ausly ill-adapted to eiijrthmg like land' improvements by 
raiyats for whom the terms are too short, and thf monthly, 
payment, rale too rigid. There is, however, a method of 
partly avoiding the former difficulty; during the term of the 
loan, should the borrower find himself in want of money, he 
can apply for a new loan, If this is granted, the old loan 
will he wound up and a new one granted for a, new term ol 
forty-five or cighty-fqur months; e.sf., if a man has borrow¬ 
ed Es. 800 for eighty-four months, and has paid up in -three 
years Es. 108 , and then applies for a new loan, of Es. .300, 
the sum of his payments, Yi 2 ., ;E8. 108, p/ws counter-interest 
say Es. 4, will be caloulatod, and the halanoe afeninst 
: him struck for Es. 192. The new loan for Bs. 300 will how' 
be issuedj Es. 192 will he deducted for the balance of the 
old loan, and Es. 108 handed over. In this;' way a m.ahcan 
obtain a considerable sum on the same property by a succes* 
;g;oji of loans which may enable him to develop ah improve- 
/' ment 'b’lf cannot, by this method, obtain any prolonga- 
.^Ihn of the original loan, nor does the method solve the 
’ ^v^oidty that the annual payments reijirired ore too largo 
i ^ improvement or for the building of a house, or 
.... .'trfo dimeidty of monthly payments by a raiyat. Su^pposo a 
' loan of Es- 300 fee taken for one of these improvements, each 
year the borrower must repay with interest (Es, 18-12 or 
f mciseh.Es. 36 or 72 according as the term of the Nidhis is 
eigiiiy-four or forty-five months; this is an impossible rate 





tEo ^payment oi the loan is Eoug'ht-^as inland Improvft" 
inents from the net proiita of the improYoraent. For such 
loana much longer terms and smaller annual instalments are 
, absolutely heoessary. 

The diffioulty as to monthly repayments is variously 
. avoided: in some Nidhis the bad plan is adopted of allow¬ 
ing arrears to apoumulate : this is a dlreofc breach of rule and 
thoiefoie bad in itself j it also teaches unpunotuality, and 
Grails penal interest. Another plan is adopted by one 
b and which lends lls. lOO on condition of repayment of 
Bs. 125 in forty-five montbs in five instalments of Bs. 25 
at nine mouths’intervals; this has the disadvantage of high 
interest (about 12| per cent.), while, since the period is nine- 
months, thi lastalraeittB must, on several oooasions, fall due 
at wrong sea,sons, a fact which entails arrears and penal 
interest : this is a detail which could be modified. The same 

^upd wiliprooure implements for its clients if the instalment 


« * J i. Til <«. JtJUotvO)ILUt7UU 

IS raised to Rs. 27, a largo increase in the interest, intended 
<0 cover the Fund's commission as agent, 

- Small lot and temporary loans are usnaUy for one to three 
months, open, however, to one or even two renewals, some- 
tifues at increased interest. . 

V P'«rposfl o/ £oaij,,.—-This is stated generally as for pay- 
»#nt of prior debts, purchase, building or repair of houses 
purchase of lands, trade, marriages, and payment of assess¬ 
ment ; usually the order stated is that given above, and the 
iMt-named is^ only mentioned by one Nidhi,. In a 


/m cases is the improvement, of" lands “(digging Vwell) 

mentioned, but the purchase of lands and of cattle are 
occasionally stated; the redemption of prior debt is common 
and in some cases the repayment of a Government loan is 
mentioned, probably when a loan has been called in for 
Wh of conditions. It is to be .^remembered that nearly 
aU these Nidmsnre m towns, mostly large onesjheaoe 
agnoulture is seldom represented, and the Government 
assessments are those due by considerable and absentee 


protvi iniors. Nearly all Mdliis expreaaly state that they do 
not interest themsslroa in the purpose for -which the loan is 
required; they look only to the security; this seoms to be 
UJii-versaL Even when the -forin of appUcatlon' contains a 
- query as to the purpose for -which the loan is rerpired, it , le 
merely pat to guard against any objection by third parties 
that the loan was granted otherwise than for useful family 
purposes, or it is, rarely, a relic of a past attempt atj-control;; 
two Madras societies stated that this control was once 
customary, and thht, formerly loans wore o-nly granted by 
instalme-ots, after ascertaining that the money had been used 
for the apooificd purpose, probably house-building. This 
practice seems to have generally - died -^out, and was only 
intended to safeguard the security given to th#Nidhi, as 
for instanoe, when money was granted for rejiairing a house 
-which was the seoarity for theloan. Inthis matter tho Nidhis 
have adopted the ordinary oommercial practice and f sill* short 
of the true oo~oporative principle of the guided, guarded and 
controlled use of credit ;’ it is the influence of the scoiety on its 
members towards prudence and productive borrowing Wbioli 
is one chief function of the German and Italian Credit Unions 
(«ea‘ Eaiffeisea’ and ‘ Wooiomborg societies’)—-a function 
entirely missed by societies which care only for the seouiity of 
their money and the due return of profits. 

Becopery of LoftnB.- —The repayment of regular loans, 
whioh a-fe those ohiofly contemplated by the Nidhia, viz., 
those repayable aij shares by monthly instalments, is provided 
for by the instalment system, a very advisable plan for cerifiin 
classes of people. Delay entails penal interest, and failure for 
three or more months-usually entails liability to exclusion from 
the society and to the procedure necessary to recover the 
loan amount when this exceeds the paid-up value of the 
shares held. There seems to be a great deal of unpuno- 
tu&Iity, since tbe penalties for arrears form usually a con¬ 
siderable source of profit, but in well-managed societies there 
has been no great final failure to pay, and little or no final 
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owiHg to the ve^ complete soourity always taken whether 
as mortgage, pledge, personal geourity, deposit of Govern¬ 
ment paper, promissory notes upon paid-up shares, &o. It 
is found, too, that a little patience frequently results in full 
payment * this is expressly mentioned in the annual report 
of one flourishing Nidhi, lu one thoroughly rural ter¬ 
minating Nidhi, though, the penal intero^st due to unptino- 
tuality aoeounts for nearly a third of the income, there has 
been only one suit in seven years; there has, however, been 
some difiicuity in oollecting, at the winding up, the full 
balance of dues. Herein lies one of the oWef benefits of 
purely local societies ; they oan perieotly judge of the bond 
itdm and statm of a borrower, and can deoide whether time 
may not bo; given under the oiroumstances. The Madras 
TownNidhis report in fact little or no difficulty, except 

when continued default or failure of security forces them to 
Oonrt. 

. Should it be necessary to proceed to recover the arrears by 
com-cive measures, the Presidency town and the mofiissli 
Nidhis are found at once to be on a very different footing 
In th§ Madras town-the Nidhis have the right, under section 
69, clause (c) of the Transfer of Property Act, to sell the 
mortgaged property, without the intervention of a Court 
after three mo.uths’ notice to the mortgagor. As the mort¬ 
gages are verj- carefully investigated, as titles are clear, 
owing to the oGrtifloate system,,, and as arrears probably 
aoorue only after a portion has been paid off by the monthly 
Buhsoriptions, this j»ower enables Nidhis to recover their dues 
readily, cheaply, and without any balance; one large society " 
has had only one suit for a balauoo in twenty-two years 
Moreover, though Madras Nidhis complain of the cost and 
delay of the Presidency Town Courts, they, at least, have 
Courts at their doors* 

Another method is adopted by the Madras Town Nidhis 
to prevent diffioulty in recourse to the Courts; the morto-age 
is made out as , a mortgage with possession end^tbo 




^p^^mrtgagov fchea exi^cutes a rental agreement, thus holdUng 


his property as tenant of the Nidhi; in ooso of default he cau 
he sued in the local Small Cause Oouit for failure to pay 
‘ rent, and promptly ejected. It is not, however, usually found 
.j necessary to cxorciBe this, power* This oorresponds with 
the provision frequently made in English mortgagO^deeds 
and called m attornment clause; an English sooxoty 4u such 
case takes the position 6f a landl&d, and can, therefore,'; 
distrain summarily for the amount due. The provision used 
' to be common in English Building societies^ and 1ms "boon 
legally decided to be valicL It would pro ride a summary* 
remedy for mufassil Nidhis if the mortgagee took the posi¬ 
tion of a landlord under the Eeut Act, but this does not 
seem te) be th0; case; nor have Mufassil Small Cause Courts 
the power to entertain suits for ejeotment in consequence of 
default* It will be seen, thou, that mufassil Nidhis are 
heavily weighted as compa|od with Madras societies. 

Generally speaking, in the mufaasil, Nidhis have only thfe 
ordinary procedure in the case of debts, they must ill© a 
■' suit in some Court, as it has been ruled that a mortgagee has 
no powet of himself to sell, even though such power be 
expressly entered in the mortgage deed; this Court may be 
80 mileB away as is frequently the case in the Ceded 
‘ Pistriots, The mufassil Nidhig, one and aU, oorapli[iiu oh 
difficulty whenever they must resort to the law, viz;., in 
distance, cost, and delay. One rudimentary and purely 
indigenous Nidhi, which lehfc in sums of Bs* 25, broke up 
because its members learnt that the cost and delay of going 
to a Court, distant about 20 miles, was so prohibitive that 
the directors preferred to abandon debts. It appears that if 
it is really neoesBary for Nidhis, eBpeoially when at a dis¬ 
tance of more than 5 miles from a District Munsif^s Courts 
to resort to the aid of the tribunals, some simplified proce¬ 
dure must be found; remedies must be speedy and cheap. 
The experience of the Raiffeisen societies seems to show that 
the aid. of the law is necessary; the influenco of societies 




lUeir members usually suffibes to secure the payment of 
debts, but then it is just to the fact that the aid of the law is 
at hand a ad. can be readily invoked, that the societies Owe 
part, at least, of their influence. In villages especially, 
rustic habits tend to delay, while the rustic mind is quite 
; shi’ewd enough to see that when there is no cheap remedy, 

; , there may be an evasion of liability ; hence it is necessary, if 
rural Nidhia are to subcoed, that {here should be cheap 
and ready if not absolutely proximate tribunals to enforce 
just olaiins. There are several possible methods which will 
be discussed hereafter (ses Chapter on ‘Law’), and it is only 
necessary here to point out that the Tillage Courts of this 
presidanoy under Act I of 1889, with ordinary jurisdiction 
up to Rs. 20, are perfectly capable of dealing with all cases of 
arrears likely to arise; under the instalment system they 
have nothing to do with the mortgage or other security ; all 
that the Nidhi would have to do would be to file a suit for 
the recovery of the monthly instalment whenever it is ia 
arrears; the Court could settle the merier in a week and 
issue process for tbs decreed amount on the spot. 

GLmrnment intermim^—Ml societies have to bo regis¬ 
tered in the 'office of thq Eegistrar for Joint Stock Com¬ 
panies; they obtain incorporation by this registration and 
fall under the operation of the Act. The duties of the 
.Registrar are simply those of registration, the examination 
of the articles, the issue of a certificate of incorporation, 
the registration of any^ changes, the levying of certain fees, 
the grant of inspection of documents and of copies, and 
the rvriting of an annual report, which, however, is not 
intended to ho more than a skeleton of bare facts. District 
Magistrates have recently (C. 0. No. 1882, dated 15th 
December 1891) been required to make or cause to be 
madoananmral inspeotion of the offices of the , companies 
within their jurisdictions and a report on the same; 
the matters for inspeotion arp simply those of sections 
63, 65 and 69 of the Act relating to the establishment of 


/registered ' office, tho aflixmg oi‘ a signboard, 

"of a proper seal and designation on all doouments, and 
th.e plaoing in public view of a certain statement in the 
■‘’Fund office; they should also, iti districts where'>iNidhis 
are numerons ((3-. O. No. 3308 dudioial, dated Tth Debember 
; 1885), make widely known, probably through their District 
. Gazette, the provisions of sections 82—85 of the Act, 
relative to tho appointment by Dover ament of special 
■liiijpoofcors for particular companies on good oause shown by 
' a certain proportion of the members. 

- The only other Government intorventioa is that of the 
receipt of direct taxes under tho Inoom9-ta;x Act anti 
Municipal Act (if in munioipalitiea), of fees at the regis¬ 
tration of a society or of subsequent dooumonts, <So., and of 
indiroot taxes in the form of tho usual stamp duties and fees 
for the registration of documents. 

It wiJJ. be aeon that Goyerumont intervention and super¬ 
vision is practically nil; the Begistrar has no powers,' such ha 
those of the Bogistrar of Friendly, ProYidpnt, Oo-oparative, 
Bdilding and Loan societies in Great:; Britain, or of 
Ministers, Superintendents, Commissioners, Inspectors,,official 
Directors, Oommeroial Codrts, &o., of the Dnited States and 
of European oountrios. , They are left severely alone; these 
nascent and tentative societies groping in an untried path 
are, in imitation of tlio groat joint stock companies in 
commercial and industrial I'lngland.left to their own devices ; 
the only law governing them is a law oopied almost verba’ily 
from an English Act which governs and ernhodles the 
experienoe of the commercial companies which had, during 
many years pf English business, grown up to development, 
but which does not oontemiilate Mutual Creditor Oo-oper- 
tive fiooieiles with variablo capital; the' duties of the Begis- 
trar of such companies have been imported without the 
duties of the Begistrar of the Friendly, Ac., sooietles, 
which alone correspond in Bugiand in objects and 
character with the Nidhis of Madras. In England, direct 



ITsttpervision and contol are found inoreasingly necessary, 
imd are uniyexsai in Europe, where the laws are epeoially 
framed to ineiiide these societies, and Governnieat depart*- 
menta (Italy and Germany) are specially charged with 
important dutiee; in fact, for the most complete exposition of 
GoYerament interference in banking, it is necessary to turn 
to the United States of America^ where the National banking 
system, now ramified throughout tlie States, is minutely 
regulated by the law, and placed under tbe direct control 
and supervision of a Commissioner aj^pointed ad hocy and 
where the Savings banks and Mutual Loan associations are 
placed under tbe special supervision either of the Supeiin- 
tendent of the Banking department (New York) or of the 
special Savings bank commissioners (Massachusetts)* 
Nevertheless in India, where public opinion is almost nily 
the Native press in its infancy, communications incoiixpiete, 
the business sense and organisation whf‘I\f Jaa?perfect, and 
individuals too timid, poo*’' and inert to withstand or 

prosecute influential directors or associations, public banking 
, oo3;npanies are left to find their own way^ and to work' after 
their own methods, and to fail, either simply or fraudulently, 
without public notice or centroL '^^Laisser libre^’ is good, 
but freedom in exchange, or in production, or in oontract, 
does not, under Indum conditions, necessarily result from 
simply leaving buBiness free, but in taking precautions that 
it is really free for ali^ and that all classes ©an trade or 
contract under equal oonditiona ; it is certain that if direct 
care and supervision are needed even in Europe, there must 
be, in India, at least an equally active mrveiUancAry and 
possibly even stimulation and guidance. 

Eorty years in Germany have sufficed to found several 
thousand popular banking institutions doing a business of 
£160,000,000 per annum; thirty years in Italy have brought 
into being about 700 such societies, doing an annual business 
of at least £60,000,000; forty years in Madras have pro¬ 
duced only 135, and those are of extremely limited scope 



basiness outside of Madras tow 
^^’hile thoir numbers are auunally deorea«iiig. Yet the 
conditions of the preddenoj are not unfayourable; com- 
iflunicationB are nearly as good as in much of Europe, better 
„ perhaps than in Southern Italy; justice is at least equally 
free, . accessiblo, pure, cheap and . prompt—they grievously 
err who think that European Civil Courts are models of 
cheapness and promptitude; there are very many educated 
fnen, trained in . offices of Government and business, soattered 
through the ;o(>tmtry* What seems wanted Is 
the oi)mionB of the most experienced Nidhi officers is that 
external impulfo is a necessity, that Government must givo 
not only the initiatory impulse, but a continued impulse, 
'oombiued with an active supervision so arranged as to 
•provide against the abuse of the powers and privileges tte 
,may bu^ivon, and against laKliie dryorgenco from the rules, 
aims and metnohs cf the eeverai societies, while avoiding m 
imtatxng and ©nerm\m:g , coutrol. This/supervision m 
be pajd for by a jpro raid coairibution 6 om the various 
Funds. 

lieauUs.—The question crises as to what these Nidhis 
have achieved; this may be considered under number, 
strength, financial position, amounts advanced, the use made 
of the loans, the effect upon members. 

JSumber.’^TliQ following table gives the number and 
capital of tho Nidhis for a series of years;— 


■ ft. 

Year. 

at close 
of year. 

KomiDai 

eapital, 

Paid-tip 

capital. 

Percentage 
paid up to 
nominal 
capital. 


1 

3 
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1885- 86 . . 

1886- 87 ... . 

1887.88 , 

1888.89 ... 

1889-96 

1890.01 

1891.02 

202 , 
269 - 
202 ^ 
208 

176 

161 
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Es. 

2,84,29,087 

9,67,81,140 

2,58,41,912 

2.44,40,620 

2,40,03,264 

3,36,41,197 

2,38,81,983 

Es. 

54,14.014 
77,64,00^1 
93,47,608 
llf',31.713 
85,86,300 
76,89, Cifl 
78,06.610 
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rapid inoi’gaso of these NidWs culminated in 1886-87 

with 269 societiesX and 24 millions sterling of nominal 
capital. From that year they have fallen rapidly till, in 
1891-92, only 135 are-|oKnd; whether this is the end of the 
descent remains to be Above half of the exis ting . 

Nidhis are in the Presidency’%wn. The table, however, 
does not show the whole facts; in 'ths .earlier years scores 
were newly started annually, while nearly as many dropped 
out; the figures are merely the numbers existing at the end 
of each year and do not show births and deaths. The 
followdng table gives a further history and shows the rapid 
rise) and fall in numbers;™ 


Year, 

3872 -- 7 ? 
18 ^ 7-82 
. 1882—87 
1887—92 


Ko* in first 
^ year of 
qiaaqiiermium. 
20 
64 
93 
262 


^0. in last 
^ year of 

quinquennium. 
49 
80 
269 
135 ■ 


During the five years ending in 1892, no less than 260 
Nidhis were wound up, of which 181, or 76 per cent 
belonged to. Madras town, 37, or 14 per cent., to the 
Chipgieput distriot, 26, or 10 per cent., to North Areot, 7, 
or 31 per cent., to Salem, and the rest to five other districts. 
Curiously enough, the Nidhi method has hardly oxtonded 
to the great Tamil districts of the south. 

It is a somewhat disappointing result of so many years’ 
example and work. The most serious feature is that, 
although considerable success has attained properly managed 
institutions in Madras City, and in a few. up-country towns, 
hundreds of both Madra.s and mufassil Nidhis have collapsed, 
showing either ignorance, mismanagement, want of capacity* 
fraudf%r, as regards mufassil Nidhis, an unsuitability to 
mufassil conditions, or else external difficulties which req’oire 
removal. These matters will bo dealt with under ‘ diffioulties 
and defects.’ 





Finamdal Portion, first table in th^ preceding parir 
graph coupled with the history derived frbm the liquide^tioB 
reports, &o., diselcseB iiiterestmg facts : ’(1) it is clear from 
, the statistics of iioxainal capital aiid from the numbers that 
a large number of petty Nia small capital sprang 

up prior to 1888; (2) that chese small Nidhis rapidly died 
out? so that, while iu 181:)i«92 only 262 with 258 lakhs of 
nominal capital, or one lakh a piece on an average, there 
were in 1891-92 only 135, hut these had a nominal 
capital-of 233 lakhs or nearly If *lakhs each; (3) that in 
1888-89 the Nidhis reached their highest point of paid-up 
subsoriptioiis which then fell oif rapidly till 1890-91, after 
vvhioh they have begun to rise; (4) from the liqiiidation 
reports, &o., it is clear that the elimination of these petty 
Hidhis is due to inherent weakness, to inability of the 
directorate to cope with iriegularity' and unpiinctuality, 
possibly beoauso they were isolated and unsupported, and 
possessed no special ability sto coerce or guide their members 
in methods of business and even of common honesty. This 
will be adverted to at length Diffioulties,’ 

But it must not be inferred that small Bocieties are 
necessarily weak, nOr can any such argument be drawn from 
the statistics per se, A Nidhi with few members may be 
financially stronger than a large one, for the liabilities of 
these societies increase in a greater ratio than their stability, 
owing to the decreasing possibility that tho directorate should 
personally know the status and Value of the members, and 
owing to the greater chances of fraud and mismanagement. 

Nor is any good inference to be drawn from the ratio of 
paid-up to nominal capital ; these societies at incorporation 
fix their nominal capital at a pxiroiy fanciful amount, limited 
often merely by the cost of the registration fee; hence a 
large capital, nominal or paid-up, sho^vs necessarily neither 
weakness nor strength, but simply more or fewer members, 
or—sinoe the paid-up capital necessarily increases with the 
age of the society—a greater number of shares approaching 



y w t^isrsforo gi'eater liabilities on the aoeioty, 

^ .In fact, it is obvious that as shares approaph maturity, j.e.„ 
as the ;^aid-up capital inoreases iu proportion to the nominal 
capital, the society; finds itself in tho difficulty of having to 
provide very large suras, which is often done by attracting 
deposits at high interest, 

. Stre«^/!{,'^s.~-Figiiros avp lai-gely wanting, since a great 
number of the Nidhis to which fineries Were issued have 
sent no answer. But twenty of the chief mufassil Nidhis 
have 6,924 ineinbers or 296 each; this is possibly too high 
as a general average, for the Nidhis in question are tire oliief 
exarapies of mulasgil Roeieties. In Madras town there is 
one with above 3,000 members and in the. Ceded Idistriots 
another (not included in the above twenty) has 1,40'0 
memhera, but these are.: exceptionally strong; the form,er 
commands not only the best talent in Madras inits manage- 
mont, but with that management, the confidence of the 
publio,, ehiefly official and meroantile. It is probable that 
,|her 0 are above 35,000 members in all, each possessing 
something over Es. 220 as paid-up capital. This is no bed 
beginning* in um4(Jed oo-operafive effoit; it k disappomting 
in that it might have been, by this time, in a more advanced 
.stage. 

Amounts advmeed.’^'Th^ table above shows that the paid 
, up capital of the 136 Nidlris is Es. 78,96,519. As elsewhere 
shown, deposits are small in amount and temporary, and do 
not greatly exceed the temporary loans, reserves^’cash in 
hand, .&o.; hence the amount available for regular advances 
under the Fund system is praotieally that of the paid-hp 

capital only, or say 80 lakhs, and the whole of thism UTOallv 
oat on loan. . r ^ 

Now this capital is paid by monthly subsoriptm^>-;lia 
shares maturing in from thirty-sk to eighty-four months • 
the a verage may be taken as five years, so that the annual 
ahare subscriptions of the Nidhis probably aggregate about 
16 lakhs of rupees. BiE the duration and the amount of 



the regular loans correspond with that of the Bhares, each 
loan of Es. 100 oorresponding with a share of that value; 
hence the average ^permanent’ (subscription) loan Is also 
five years; consequently the average annual amount avail¬ 
able for advance is also about , 16 iakhSj to which must be 
added the accruing interest, &o* Hence something like 
20 lakhs is probably the annual amount available as regular 
advances on shares, niortga; 


This amount 

is largely lent in the Presidency town, in which about four- 

Hence the Nidhis do 


sevenths of the Nidhis are situated 
not, as yet, absorb rnaoh of the loan business which, in 1891, 
amounted fox^ the presidency to 650 lakhs for mortgages 
alone; certainly not more than from 2 to 8 per eent. of the 
Madras presidency debt is taken up by them, and not more 
than 2 per cent, of the mortgages. Moreover, since moat 
of the Nidhis are in towns aii,d agricultural members are 
ahox.it one in eleven, the result to agriculturists is small and 
to agriculture proper inappreoiable. 

Tho number of annual loans of all classes is not known, 
but the foliow.iD.g table gives the figures for sixteen Nidhis, 


The^ .^v'^rage annual number is unduly high, since the 
table , includes a NidU which ia really a Commercial bank 
3 short-term loans; this has only 333 membors, but 
accounts for 1,64,8 loans; if tins Nidhi bo excluded, the 
average per Nidhi. is 182. This is still too high, as the 
fifteen Nidhis supplying figures are mostly of the best and 
largest class. If 100 per Nidhi be a fair average, the loans. 


which alone have supplied answers to queries 

Number of 
Nidhis, 

Averftire 
animal 
mmiber ot 
loans. 

Below 
Es. 100. 

Above 
E..'. 100. 

Average 
amount oi 
each loan. 

) 

Below 
Es. lOO. 

Abov 0 

Es. 100 . 

1 

2 

8 

4 

6 

6 

7 

IG .u 1 4,909 (273 

jper Nidhi). 

S,150 

2,239 

Es, 

1«8 


Es. 

265 























jl3o Mdliis would be 13,500 j-ttialfaplr. 
.;v ju^-^ns by Ea. 168, the ;^Temgo of eacb loai), the anr.^^ai 
■ ■ loans would aggregate Eg, 22,68,000 on all clfeaes of loans 

regular, temporary and small lot. —^ 

m mae,tf the^ loans:—&. very large nnmbor iiaye been: 
xised m bousodmilding, showing that tha Kidhis fill a' 

posKion similar to that of EngHsli and American Emldinir 
■societies. - 1 ? - .. .. ' ° 


payment of old debts is very frequent''- 
inamago expenses are a considerable item, as also land 
^rclmse; bmd improvement and weil-digging are very rare. 
Itis^statedby most- Nidlua that of cheap loans 


r , .. „ , out 1 .no want 

ot funds js frequently mentioned as; a reason for not doina 
much more. SoTerol Ifidhis, espeoially in the Ceded Districts! 
stave^e^ressiy that many of their members have, by joining 
be^ NKlhi, A faeen reHeved from the olutehes of the Lney! 

iBlldOjr.: ^ find 'nArwAtno'l _ ^ 


lender,’' and personal enquiry on the spot amply cobfirms 


Sd&ults upon memierS,- 


-It is asserted that habits of thrEt, 


foresight, buBifioss, , punctuality, public spirit have been 
■aroused and strengthened; this is probable. On thq other 
band, very expenenced men oonsider that cboap money has 
often begotten unthrift and extravaganoe,' dud they consider 
that to attain their fuU measure of usefulness, tire Hidliis 
should control, in Some measure, the purposes to which 
credit IS put. , ^This oorfesponda with the opinion andpraotioo 
o.t^ the best European authorities and may be taken as 
axiomatio i it is not merely cheap credit, but controlled credit 
that Nidhis should supply. Of what benefit is it to a mao 
that he can borrow Es. 1,000 for a maniage on no higher 
terms than Es. 600 formerly, E it merely leads him to bor- 
row and spend accordingly? “Lightly come, lightly go” 


18 but the record of experience. .Nor is it less embarrassing to 
owe a bank E.S. 1,000 thm a sowcar Es. 600; in case, indeed, 
of tl^oborrowers death, it may be much more so, from its 
greater amount. ‘ ’ ® 



TJnpTinotuality is much, complained of, espeoiallf in t 
case of KiemberB who do not draw regular monthly inoomos; 
this is but natural, and is found in Europe and the 'tJnited 
States rilso, among the non-v/age earners, snob, as peasants, 
ehopheepera, &o. This fact points to the need for an adapta¬ 
tion of the system to suoh classes; it is d prmi impossible 
that soaoties started for and by offloial and other stipendiary 
classes, should suit those whose incomes are of uncertain date 
or aoorue only at certain seasons. Out of seventy societies 
taken at random, of which the winding-up reports were 
analysed, no, less than forty-two failed solely or chiefly 
because of arrears ; both benefited and non-benefited sub- 

Boribersinade default, but specially the former. 

It seems that pimot-aality is ia India the hard®t to learn 
of all business lessons, and, as has been, stated, it is probable 
that unpunotuality is oemnived at, if not encouraged, by 
reasefn of the heavy penal interest which resnlts; in one 
Nidhi three-tenths of the income wfts from fines ; irr another 
and very large one. the net profits, after deducting guaran¬ 
teed interest, were praotioally obtained from this source, 
Here then is another result of the greed for dividends; if ^ 
those were fixed and all surplus went to a ro.serve or to works 
of utility, it would no longer be the interest of managers to 
allow unpunctuality, and the Funds would serve the great 
purpose of instilling the virtue of punctuality into an un¬ 
punctual clientele. 

Aekaniaim, actud or po-ssfJfe.—These will have been 
understood from the foregoing sketch; they are the intro¬ 
duction of co-operative principles and habits, the stimulation 
of thrift and providence, the inculcation of business habits 
a,iid punctuality, the cheapeiiing of credit, the insuring, so 
Io.ng as the rules are observed, that the members will, if non¬ 
borrowers, get back their money with interest, and if borrow¬ 
ers, that they are secure from all annoyance so long as they 
pay them dues punctually, and that all dues will be rightly 
credited to their accounts; business is extended by cheapening 


nofc by eatrappiug :th6 uawry and ignorant; 
"v; jpmp^ are tp be sought by "the development of oboap oredit 
and. not by fiqueeaing the individual debtor ; tlio interest of 
all members, but especially of bonwera,; isj or ( bould bo,- 
tbe-pi-mmy aim ot tbe directors, and not the development 
of large profits for tbe benefit of the dirootorate and the non- 
bpKOwers. Small savings are duly cared for and receive 
interest higher than can be obtained in the Savings bank ; 
a'uns nearly as small as savings deposits are reoeived with 
the edupative bonafli of compulsory regularity ; petty oapital 
ipi: retained: in the neighbourhood in wMoh it is saved, and 
utiliaed m s«Vm; speietios and borrowers are • in immediate 
coutapt, so that the expenses of enquiry’ and insnranoe 
against lisha are reduced to a miniauim ; debts are repaid by 
series of small equal instftlmeu:s, Bo that, while the borrow¬ 
er repays with ease, the society can roooyer in the Yillage 
Ooiirt, and its security inoreases in proportion as the debt is 
repaid ; all payments are recorded in the member’s pasa-bpok 
BO thet he ban note the amount at his credit, or the balance 
which he owes at any moment; the accounts of the society 
are, to a • eertaia extent, published,. and audit ie not only 
. possible but ganeraL ■ 

, Saoh are some of the possible benefits of the Jfidhi system, 
aiifi- many of these are reaiiijad in daily praotioe, nor is there 
the slightest room for doubt that these societies, whenever 
they have been properly worked and superviseti, heye been 
of very great benadttl^ their members in so far as regards 
the grant of fairly cheap credit, easy methods of repayment, 
mid genuine acooniits; it is needless, to coijtrast these 
advantages with the conditions of private lending. 

IlBFECTs.y'There are, however, defects in these Nidhis; 
these fall under throe main heads: (1) defects in constitution; 
(3) limitation of soope,operation, and influence; (3) diver¬ 
gence from co-operative ideas. Many have already boon 
dealt with in the section on ‘Methods.’ 

.Peppsits, profits, Loans, .A.iidit.) 


{See Boservo, 
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Defects m GomTmmoK-^^The Secretary .—Undue powet 
are often gTanted or too much is entrusted to a paid seore- 
tary. In the United States Building societies, which nearly 
coiTGSpond with the Nidhis, stress is laid upon the necessity 
■for all responsible work being done by the directors; the 
usual plan is to elect annually nine or twelve directors (re- 
eligible), of whom three or fom* are appointed in turn for 
three or four months to carry out at the ofFioa all the work; 
the secretary is or should he the paid manager, but not the 
controller. 

In this country a ulever secretary is very a])fe to concen¬ 
trate all the powers and functions of the directorate in his 
own hands; the latter are often too busy with private affairs, 

' too ignorant, too inourious, too unbuBiness-like, not to bo but 
too ready to do as they are told, and to sign their names 
' after and oven without a superficial glance at the affairs of 
the Eund; the cleverer the secretary, the easier it is made for 
the directors, and the more readily do they resign their 
powers and Cunotions to him. Out of seventy liouidaced 
Booieties, nine (five certainly and foiir^p failed from 

too implicit confidence in the secretary. This is a radical 
defect and cannot be combated by the most perfect set of 
rules; it is a defect which, with several similar ones, demands 
external—not necessarily (Jovernniental—supervision. 

methods and cost of administration 
also defective. The dii’ootors frequently have no real 


are 


stake in the concern; they need not be large shareholders; 
they give no security for diligence and good conduct or even 
for common ■attention, and are apt to be negligent; far too 
many are or have been congeners of the English guinea 


pig,” On, the other hand, while lacking both the enthusiasm 


and diligence of philanthropic trustees or managers, and the 
hired activity of well-paid officers, their aggregate fees often 
amount to an undue share of the necessarily small profit. 
As elsewhere stated, gratuitous administration by the 
directorate is almost necessary to the success of mutual aid 





fe^eties, BO as to avoid divergence towards operations aimed 
ia'fr large profits, to strongthea the principle of mutuality, to 
morease the profits of or dimimsh the cost of loans to mem-* 
hers; AP staff or establishment is a necessity ;, an 
unpaid directorate is a desideratum. 

Not only should it be unpaid or granted but moderateo 
honoraria, but it should, as in America and Europe, I)e led 
to take an active interest in, and a large share of, the aotual 
work of the society; not merely one or two of the directors, 
as is usually the case, but all the directors in turn ^ Build¬ 
ing societies,' ITnited States)* Work whioh is done person¬ 
ally in Amoiioa and Europe by men of business and position, 
acting as directors, of groat societies, in the way of actual 
dealiiag with the individual inem])ers and their individual 
business, is far too often thought beneath the directors of 
Nidhis, partly at least because the society is considered a 
more dividend-paying concern and |j.ot as an association of 
persons to be helped and studied; it is one result of the joint 
etook as against the co-operative idea,: directoi^s are too often 
mere shareholders of some social position locally, drawing 
extra profits for the sake of their name, and not even as the 
reward of extra diligence. 

It is advisable that diicctors should have a considerable 
stake in the society ; they should necessarily hold a substan¬ 
tial number of shares which should be inalxenable and 
unpledged for loans, and should also deposit, a fixed sunx 
whioh should have a paid interest. No director should be 
allowed to borrow from the Fund, or bet^ome security for a 
loan except under special preoaixtions, as in Europe—when 
such bon'owing is allowed at all—by the vote of a general 
meeting or by the express periuission of the oormuittee of 
supervision* 

The cost of establishment, as usual ja small Indian cor- 
porations, is apt to be excessive. Nothing in India seems 
possible, even in the smallest corporations, without separate 
gumastahs and peons, whereas one secret of En.Topea.n and 
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^American success is the utlUzafcion of men already ocoupie 
in some other cognate business, and who are, therefore, paid 
merely for the expenditure of their spare time. In the 
smaller class of Nidhis the pay of a gumastah swallows up 
! much of the profits, while the salary which can be afforded 
is too small to attract decent men. In one petty Nidhi, for 
instance, the mere establishment (gumastah, peon, &c.) costs 
Es* 22 per month, whereas the clerical work which ought to 
be done as in America and Europe, by directors at their 
w'eekly meetings for tho receipt of subscriptions, grant of 
loans, &c., could be done easily in six hom.''s per week* In 
another the total interest received in the year was Rs. 608, 
while its establishmeiit™irre 3 peetive of the remunoration to 
directors and office-bearers—was Es. 245, in addition to 
which it paid Es. 66 for a peon and Es. 56 as house- 
rent* True, it was newdy established, but it began on an 
extravagant scale, and its income shows how little was the 
actual work. If a small Nidhi of 100 raerohers had only 
one office-day per week, the directors could attend on that 
day for the transaction of business, office establishment (the 
village kuruam or other) could be reduced to a minimam, 
the directors would learn to iake a personal interest in the 
business, unnecessary expense would be avoided, and profits 
increased or the cost of loans diminished. In America the 
work would ail be done by the directors, with a minimum 
. of hired assistance, and the use of a room once a week. In 
brief, small Nidhis, which must form the bulk of rural 
' societies, ought to work through an unpaid directorate and 
by a staff paid only for the use of its leisure ; this is in fact 
euooessfully done cocasionally. 

The rules are often good or fair, but their observance is 
often bad; <9.^., valuations of property ai-e often not properly 
checked whether on the application for the loan or at the 
annual verification prescribed by some rules; verifications of 
valuables in the safe are apparently—to judge by several 
known and recent oases—not closely and fre(j[uently checked 




|tl|§ penoanent atitHtof, so that theft and misappropriatio 
I potole ; safes are provided with three or four keys for 
^erent individuals, but all the keys find their way to one 
person. There is much need of supervision to enforce the 
observance of the rules, but there is no committee of super- 
vision to enforce such observance as is universally found in 
Ilurope; it is curious that in i^93 an amendment to the 
rules of the largest Madras Nidhi proposed precisely such a 
“committee of control" to supervise iho work of the nianag- 

ing committee; the result of the proposal is not known. 

Control of the me of Loam ,—The non-supervision of the 
use to which loans are put is a dofoot. The successful 
Eaiffeisen and Wollemhorg rural Loan societies in Germany 
and Italy very rigidly oontrol the use of cred:>t by their 
members, a oontrol thoroughly recognized in all loans for land 
improvement in all countries. If Nidiia are, as Co-operative 
societies, to fulfil their oompleto role, it -must be in guidinff 
and controlling the use of credit. But the special defect of 
these Nidhis in common with their prototypes, the so-called 
Building societies (really Credit societies) of England and 
America, is that borrowing is often encouraged by them: in 
order to make profits and to prevent money from lying idle, 
it is absolutely -necessary that loans should be taken! At 
present in India this is no great defect, for the borrowers 
are usually in the proportion of three or four borrowers to 
one investing member; on the other hand, when they are 
established and profitable, as in America and oocnsionally in 
Madras, they become places of investment, and it is then 
necessary to encourage borrowing: in America, there are 
often rules to '-a/brca tbo taking of loans by members who do 
not wis.b. to borrow. 

In India the reasons for keeping control over the borrow¬ 
ing are: (1) the practical necessity for seonriag the return of 
the money lent; (2) the profit to he derived from a produo. 
tive investment, and the necessity for developing production; 

(3) the high moral and edxxcational pui-poso which ^societies 


seive by Bucli oontrol'. There is nothmg utopian in the 
suggestion that credit must be guided, and its use controlled, 
for it is a praotioal factin modern Europe ; there is nothing 
of sentimental or meddlesome philanthropy in it, for it is 
promoted and executed by thousands of business i^n m 

those countries; there i? nothing derogatory or superfluous 

in the proposal, for that ^vhioh is found useful, nay necessary 
in Europe, can hardly be a superfluity or an indignity m 
Southern India, nor is there any derogation from men s 
individual dignity or seM-relianoe in an association of them¬ 
selves which, under their own self-made tales, shall teach 
and help them to raise themselves from poverty to oomtorfc, 
from dependenoe on the usurer to iudependenee, from igno- 
rant and reckless or at least careless expenditure to the 
calculated, provident, productive use of capdaL^ 

bad and mischievous to put and keep men in btate leadin„ 
stiim^s; it is the highest art in statesmanship to contrive 
that they shall control and guide themselves in the narrow 

path of prudence and organized effort. ^ 

Loans are very frequently taken to pay oft prior debts, 
usually usurious; this is, indeed, the primary object of many 
societies as stated in the Articles, but no trace is found in 
practice of any society assisting its members m arranging 
inth their creditors. One of the claims mbsl strongly urged 
by promoters of proposed Agricultural mhks is the prior 
liquidation of debts hy Government; in this presidency this 
„ot b, .«ded and k« not boon olataod. 
n„n in tbl. proaidenoy monoy-lmdor ond ... onenla 
a«loo often .. tbo apidet and the fly, it yonld bo ..gUy 
advantageous that an attempt at compromise or settlemen 
sLuld be undertaken by the bank whenever » 

wishes it, so that the experience and influence of the ban 
the ignorance of the client. Heavy discount, 
can usually be obtained for cash down: the bank might, 
though not adviaa%, claim a portion of this for its trouble. 
At present the debtor arranges his own terms, and merely 



from tliC bank wHob takes no part in tiie settler 

"xnent* 

■ Arrearsu---OxA> of seventy societies, the bistorj of whose 
liqiiidafcioii 4^ring the past seven years has been traced for 
this report., no less than forty-two, chiefly in the Madras 
town, failed because of the arrears duo by borrowers. Pari 
of this failure to repay loans is due to the characteristics of 
Indian sooiety, which often will borrow simply because it 
can borrow, and without a calculated thought as to repay¬ 
ment and the reproduction of the loan; part is—during the 
last two years—due to poverty and distress due to seasonable 
failure, though this is rare, for the Funds were seldom rural; 
part is due to sheer want of supervision over the use to 
which the loans were put^ It is but inviting bankruptcy if 
money is allowed to be borrowed without the probability 
of a profitable return : if a man's income is, eo: hypothm 
insufficient for his wants and he has to borrow, how can it 
be sufficient to meet those wants pluB the amount required 
for repayment, unless the loan has been so spent as to repro¬ 
duce itself with profit ? It is not mere credit that is wnnted 
in India; credit may easily ruin more than it benefits ; 
cheap and facile credit only tempts to easy extravagance ; 
it has been found even in England {see Lord Vernon 
in the ^Nineteenth Century’ for June 1893) that the 
mortgages of the Land Improvement societies repayable only 
by long-term annuities, lead to rather reckless borrowing 
because the repayment is gradual and unfelt; how much 
inore in this coixutry may easy long-term credit lead to care¬ 
less expenditure? If even land improvements have been 
rather recklessly made because of the facility for repayment, 
how much more may mere extravagance be similarly 
fostered? The gist of much correspondence and conversation 
is summed up in the laudatory words of an enthusiastic sub¬ 
scriber to a large Fund, Yes, the Fund does much good; 

a man may borrow Es. 1,500 and spend it on a marriage, 
and repay if without feeling it.’^ That is precisely the 


; beeansa be can fay without feeHog it, be will ofteu^ 
fe^row beyond bis position or necessity, for any purpose that 
may seem immediately desirable: benoe even Nidbis may 
actually promote, tbongb of ooursb uninteutionally, disaster 
and even crime. In one mufassil town a recent serious 
mxirder is traceable—it is believed—to tbc heavy indebted¬ 
ness of tbO murderer to a Fund, money being necessary to 
him at any prioe to clear bis debts ; an experienoed police 

officer alleged that the indebtedness to the Funds of many 

police and others on small pay, was such as to cause much 
trouble. Eor the sake, then, of the society and for the sake 
of its borrowers, credit must be controlled, and the chance of 
arrears or final failure to pay, minimized by insisting on 
profitable investment of the loans, iucloding, of corpse, the 
liqrddation of prior usurious debts, and similar useful 
expenditure. 

Part, however, of the arrears is due to legal diffloaltieS in 
recovery. The bulk of existing societies find indeed little 
difficulty, because they are generally esteblished in good 
business localities, whore seciirities are good, where members 
and loans can be selected, and w'here there is a Civil Court 
at their doors. This matter is dealt with above a.t'. 

‘ liecovery of loans,’ and the remedies are elsevviiere (see 
‘Law’) suggested. 

Encouragement of borrowing.—‘Onei fault of this class of 
society is that borrowing is apt to be encouraged. To pro-, 
vent money from lying idle and to promote competition at 
the auctions, is-obviously to the interest of the society; in 
tenninatxng societies it is meesmry to compel either borrow- 
iug or withdrawal as the end of the term approaches. Apart 
from this, however, the mere ooustltution of the society tends 
to borrowing, for it is the borrowing member who runs no 
risk of loss if the sooiety fails; be can but be made to pay 
up his shares, and this he must do in any case to repay his 
loan; meantime ho has already had in his loan the lull 
•value of his sha,Tes; a.p-,, a member has ten shares which will 


'mpfeo at Es. 100 each ; he borrows Es. 1,000 on regular 
'V loan, the oontraot between himself and the sooiety being, 
according to rule, that he shall repay his loan by the mere 
^ payment of his share sirbsoriptions. It is to be remembered 
tbat shares in these sooieties do not resemble shares in joint* 
stock eompanies ; in the ease of borrowers they are simply 
methods of repaying the loan;. in a joint stock company a 
shareholder who borrows from the society is liable for his 
shares plus his loan; in these societies the shares are simply 
the means of paying up the loon. The society goes hope¬ 
lessly bankrupt, and all its share funds are required to repay 
its depositors. The liquidator collects the share instalments 
as they fall due; aoeording to the boiTOwer’s contract he 
pays regalarly; at the end of the given period he has paid 
up his shares in full and consequently, according to his 
eontraot, he has wiped off his loon: the loan and the shajes 
are not two sepaxahla sums; they are one and the same ; 
consequently the liquidator has no ftu’ther claim on the 
borrower: he cannot claim upon the loon, for it is paid off, 
nor upon the shares, for they are fully paid up. A non¬ 
borrowing shai’eholder, on the other hand, will equally have 
to pay up the value of his shares, which eno hypothesi, will be 
swallowed up by the failure, so that his membership will 
result in nothing but loss. In fact the Hon-bbrrowing 
member pays his shores out of his own pocket, and the 
borrowing member out of the society’s. This is an estreme 
oase^ and ordinarily the non-borrower would obtain, as a 
creditor, part of his matured share, but the principle is true.* 
The difficulty is inseparable from the class of society; so long 
as savings are exposed to the risk of failure by reason that 
the bank is a c redit bank, and gets its profits from lending, 


,, ^ rsmrk is made ragardinj- 

FjngliahBuming Societies; after speaking of borrowers the report says, Losses 
if any there be, fall exolndvely on the mvesting (non-borrowing) ^‘member*'.’* 
No change hr^, however, taken place in the way of apportioning locses j tUes -3 
stiii fal investors in permanent societies.’* (CTonsu’ar 

iteports, Vol. XLin, No* 153, Washington, 1893.) 







'so laag fill ita inembei-s safeguard tliemselves by borrowing 
■from it, ,'':'F; 

In Bn|land., though the Building Societies* law is quite 
different, the result is the same; non-borrowing members 
fay all loasee. The law (8. 14) declares that all non- 
boKwing members shall be liable, in case of failure of the 
society, only to the amount which he paid, or for which 
ho is in arrearB; a borrowing member’s liability is as regards 
any sharos ‘^upon which an advanoe has been made, limited 
^‘to tho amount payable thereon under any mortgage or other 
“ security, or under the rules of the Bociety.” Henoo a non- 
iborrower may lose all that he has paid in, while a borrower 
merely pays back whht he has borrowed, as he would have 
had to do had the society not failed. 

In the chapter on ‘ Law’ it is proposed to minimize this 
difficulty which seems inseparaHe from the method of repay¬ 
ing loans solely by regular isubscriptions to shares, by 
requiring a separate small contribiition in the way of an 
insurance premium, payable with each subscription by 
borrowing members; such sums to go solely to a special 
reserve, ths whole of which shall be payable towards the 
society’s losses in case of a winding up. iChis can however, 
be provided by the Articles of a society, and need not be a 
legal provision. 

Monthly Subscriptions .—Every society, with one exception 
(see description of B’und A, adjinem), requires periodical and 
regular subsoriptions, at least as often as every month. It is 
obvious that this ie unsuitable fen agriculturists who have no 
iuoomo other than their produce ; no raiyat can command 
a regular monthly income from which to pay the Fund sub¬ 
scriptions. If he is able to pay regularly during the six 
months succeeding harvest, it is eS much as he can do, 
and he can hardly do this with regularity, as so much 
depends on his crops and on the markets. Some other 
mode of subscription must be found. In some societies there 
ar-a agricultural members, and these, if respectable, are 



to ba behind hand with their dues for some months 
Trying up at harvest/with, however, penal interest. This 
is a ohunsy and .objectionable tumieg of the dlffioult}' 5 
habitual breach of the rules ought not to be permitted even 
for a good object. 

In the above sooiety (A) the plan adopted is to retjuire 
the repayment of each Rs. 100 by five instalments of Ba. 25 

eaohatnine-monthintervalsjtbis is a convenient method, but 

the period is bad, since, in each successive year, the repay¬ 
ment date, alters, and mast therefore, on several occasions, 
be uusnitable to an agriculturist. 

It is said that payments-m are frequently received 
without the production of the pass-book: this should be 
strictly forbidden. 

The necessity for this has been dwelt upon above. 

I^oh^ton iina wmi 0 / I7'mm.~~0ne groat defect is that 
each society stands alone, or is actually in competition with 
others in the same locality. The principle of mutuaHty or 
oo-oporation at all events .should be extended, not merely to 
the members of a sooiety, but to sociotiss as members of a 
Union, as units in a public organism. Each society would 
be the strongerfor being a member of a Union ; an isolated 
sooiety commands less oonfidenoe than one which is recogniz¬ 
ed by a far-reaohiug Union, which in itself inspires con¬ 
fidence as being at oaoe the outcome, the stimulus, and the 
visible expression of a great system, organized and control¬ 
led by the best practical men of the country, and therefore 

oommanding public support. 

What is wanted is a Union of the various Nidhis, formed 
by the action of the best men of Madras and the mufassil 
who have had practical experience of the working of the 
Fluids; this Union would advise and assist nascent sooiotiesj, 
supply, though trained inspectors and auditors, a very 
desirable supervision free from the odium officiale, give form, 
and stability to the whole system, and inspire public con¬ 
fidence; it would issue a monthly joiu’uai devoted to the 


Simulation of tliriffc, ’providenoe, credit, and co-operat 
benefits genorally, and to fclie development and criticism ^ 
theii'societies; it would collect inform ation, disouas matters 
of interest, licld congresses, send out lootarers, and address 

the autMritiea in matters of legislation or executive super¬ 
vision; it wo-uld bo,, at the same time, tbe instrument by 
wbicll Government would be informed of the progress, con¬ 
dition and wants of tbo societies, and tbrough wbich Govern¬ 
ment could issue suggestions, aid and information. This and 
many other purposes including, perhaps, as in tsermany aiid 
Italy, the fonction of intermediary between sooieties with- 
surplus :fund8, and those requiring them, would be served by 
a Union or League such as is now found essential both in 

every European country and in the United States. 

Not only so, but in could maintaia a general’*oastelletto,” 
or credit re^ster, in which all persons within the Union 
area who are likely to borrow or stand sarety, woiild be 
entered, with the am.ottnt for whicih they are good, so that 
individual societies could be fairly certain in operations with 
men outside of their immediate neighbourhood. It would 
be possible also to add to this a registoc of actual loans as 
issued by each society, with the names of borrowers and 
sureties ; this woidd obviate the trick oocaaionaily played 
where there ore numerous societies in a large town, of on© 
man with the sa,me sureties borrowing to the full value of 
Ms credit, fr®m each of several .Funds, each Fund being 
ignorant of the transaction with the other Funds. 

£a;temion,—Tho societies do npt seem to have Moused that 
enthusiasm and energj?, which is so marked a characteristic 
of European co-operation. This is partly dne to the: fact that 
they areeonsiderod eommeroial rather than co-operative so¬ 
cieties; co-operation in its modern or western form is hardly a 
name in India, much less an idea, still loss an energizing 
principle. The true. Oo-operativa and benefit societies of 
Europe do arouse enthusiasm and energy in a marvellous 
faahibh ; dormant ideas of helping one’s self and helping 


become, when oaoe aroused, dominant; the Co-oper*' 
ative sooieties, whether the English Friendly societies, the 
American Building societies, or the Itaifieisen and WolJern- 
borg Unions of Germany and Italy, become invariably the 
object of affectionate pride and enthusiasm, but it is difficult 
to Ml in love with a joint stock oompany or a dividend 
machine; the joint ■ stock company may fiil the pocket, 
bat not the heart. The replies to printed and oral 
questions are disappointing; the members do not ordinarily 
take much interest in the Funds, though benefited by 
tham, and there seems to be no active propaganda to 
' tell of the benefits of the system, and to encouTago others 
either to join or to form new societies. It appears that 
if the methods and benefits of these and srailar societies 
of a more developed character and aim, were more widely 
and clearly known, and if individual energy were more 
contmuously stimulated to an active proj^aganda, there 
might easily be fifty societies, and feose of a more advanced 
typo, for every one now' in e:si 8 cenc 0 . Energy, perseverance^ 
courage, the deliberate saorifioe of time and labour, tact and 
local influence, transparent honesty both of purpose and ir 
dealing, business capacity and knowledge are needed to 
solve the problem. Stress is laid upon knowledge, not only 
because it is of itself powerful, but because without it there 
is so much waste of energy in blindly labouring at problems 
already solved or in process of solution, and because, without 
knowledge, energy may bo positively mischievous as in the 
case of many an Bcglish Benefit society, A stimulated 
and guided private initiative is needed; these societies are 
already sucoossful even in the mul’aasil, though they have 
never received the slightest external Help or privileges or 
control, and there is no reason why small local societies after 
the German and Italian patterns should not become uni¬ 
versal within a generation. 

Limitation of Scope— The societies are not 
banks, excSpt in a limited fashion; they do not receive 




•‘jj'opoeits esoept oocasionally and to a small extonfc; tiiey^ 
finaaced almost entirely by the snbsoi’iptions of their mem- 
hers. Bince three out of four members join in order to 
borrow, it follows that many must oither be wholly disap¬ 
pointed or obtain loans years too lato. A further result is 
that the oompetitiOn for loans under the attotidn system 
must bo and is seyere, the premium ranging as high as 25 
per cent, in h«own oases, so that the cost of a loan is unduly 
heayj'; if external capital were plentiful, this difficulty 
would oease. If these societies are to sucoeed, ttiey must be 
financed by deposits as in the Popular banka of Germany 
and Italy, or by debentures as in the case of the Xiand ■ 
banks, or by'savings deposits as in the case of the Savings 
hanks of Germany, Italy and the United States. , 

The following concrete case shows the defects of the Nidhi 
as a Credit sooietyl Suppose a Nidhi with 100 members, 
paying a moutly subsofljption of Be. 1 each for a term of 
eighty-four months, guafanteed profits on shares are i^t 6| 
per cent, per annum, viz., 1 pie per rdpee per month, so that 
Es. 84 paid in at 1 rupee per month are repaid at maturity 
as Es. 102-12-6 ; regular loans pay the same rate-of 
intereBt—a comnmn prafjtioe—vi«.> 6 | per cent, per 
annum on the whole loan for the whole term with 
counter-interest at the same rate on the inonthly flubsorip- 
tichs; all horrowera are amongst the memhers, and for the 
sake of simplieity, let there he no new admissions ; loans 
are repaid as usiml by the ordinary monthly subseriptioa. 
Then in the first month 100 members pay in Bs. 100, which 
are at once let out to one of them, A, on loan; at the end of 
the second month Bs. 100 are subsoribed md let out to 
another momher, J5, and so on. Thus at the end of twelve 
months eighty-eight memberswill be investors and only 
twelve borrowers; the society is still 100 members, via., 
884 - .dl to H and only Bs. 100’will be received monthly:; 
the only addition to the funds is the interest paid in on the 
loans, wMoh, in twelve months, wilLamount to aBoat Es. 40, 
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'not'enough for even one farther loan. In sixty months 
"there will be about thirty non-benefitod, and seventy 
borrowers. Hence it is clear (1) that members will get loans 
very slowly, the majority having to wait for years; (2) that 
the loans even at the above rate cannot exceed Rs. 100 each, 
which is insufficient ; (3) that there can le no profit, for the 
interest paid by borrowers is balanced by the counter- 
interest, plus interest to investing members ; (4) that if 
only 70 out of 100 wish to borrow, the interest payable hy 
the fund will exceed that paid to it after about sixty 
months ; (5) that it is thus clear that profits are obtained 
really from other sources, such as from loans other than 
, regular at higher rates than regular loans, from compound 
interest obtained, as against simple interest credited, and, 
especially, from fines; (6) that a properly worked Nidhi 
ought to pay somewhat less interest than it receives; (7) that 
for this reason, and in order to give loans quickly free from 
competition and. cheaply, the Nidhi funds ought to be 
derived chiefly ab extra at about 1 per cent, or more below 
the interest received from borrowers. 

.Personal Crerfrl—The experienoo of Europe is that per¬ 
sonal credit is the true form of ordinary agrioultural credit 
when land improvement is not the object of the loan. By 
‘personal’ credit is meant that dependent upon geneial 
status, upon oharaoter, upon the worth of the individual in 
every way, whether principal or surety. The loans appear¬ 
ing under this head in the Nidhi tables are numerous'; this 
head, however, includes also the loans based on the seourity 
of the borrowers, partly paid-up shares, and these are merely 
temporary withdrawals of the sums already subscribed. 
Madras City societies aoiually objeot to persmral credit 
proper, by reason of the facilities for proceedings in bank¬ 
ruptcy, and one large sooiety attributed its ruin to these 
loans. But it would seem that disaster is rather due to the 
careless lending qn bad seourity, and especially to loans 
made through favour; it is not the principle, but its abuse 





'|$at causes Klin. Several Nklhis in the mufassal— 
''situated in a smail to wn in the Ceded Districts, and having^ 
nearly 1,000 members—deal prinoipaEy in this class of loan 
-and are prospering ; they do not admit mortgages on 
'immovables. Their olienttile is chiefly of the trading olass, 
but, as elsewhere shown, agrioulturists’credit is at least as 
good, and lusnally has tangible property to strengthen it. 
This fonn of credit must be developed, in the form probably 
of three or silt; months’ bills or bonds with surefie.?, and with 
prolongatiois to twelve or eighteen months. 

of Development. —There seems to be no power of 
evolution in the societies. With one or two small exceptions 
there has been no attempt in forty years to adapt the 
societies to the needs of agriculture; there has been but 
one to depart from the beaten track of monthly shares, from- 
the old methods of financing the sooieties and of granting 
and repaying loans, from rules laid down by One sooioty and 
copied bodily by more imitators. There are so many 
requirements in agricultural credit, and so many modes: of 
supplying them, ih.at it is discouraging to find nothing 
original in the methods, nothing new adopted or indented. 
There seems a want of inventive thought or of adaptability 
on the part of those who would reform the peasant, his 
agriculture and his status by organized credit. 

The needs of agriculture are not merely for land improve* 
inent, nor is a Savings bank his special want, seeing that 
bis land is his best Savings bank; ho. requires a bank in 
which he can very temporarily place the surplus value of 
the crops he has sold, and from which he oan borrow short¬ 
term loans for pressing needs while his crop is unsold, or 
longer term loans for a purohaso of seed or stock. For tlxia 
last the Nidhi term of four to seven years is good, but the 
hard-and-fast rules of the monthly instalment is wholly 
unsuitable. Nidhis to be swooessful amongst the raiyats must 
meet those needs. This is not all; these, funds profess to 
be mutual associedions and thou- roles are modelled 
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® sooiotieu, feougb. tliey ara governed by v^holly 

different lawg. ^ Now, xn Suropo, the marked feature of a 
Mutual asgooiatiou, and jprobably that which chiefly differ- 
ontiatee it from a joint-stock company, xs itg ability to act 
on Its members mdividually and socially, to promote not 
; merely the organi;5oiion of facile credit or ovgu habits of 

thrift,and» punotiiality, but to booome the active centre of 
economic and other progress. Whether the assobiation bo 
an English Friendly society, a oo-operaiive jtoro-propefly 
w called—as at Bbolidalo, a Gorman or Italian Popular or 
Ivurax^oanfc, a French Agricultural association; ^ an 
Amenoan Building soofety, tlib result in innumerable cases is 
social development through the power of association; out of 
the original sooiefy or side by side with it, there spring up 
stores, banks, libraries and reading-rooms, model dwellings 
sohocls, Agricultural or Industrial assooiations, even trades ; 
the Store society begets a bank, a school, a library or its own 
workshops; the Agricultural association develops a credit 
branch and a store j-the Popular bank is the Origin of a 
formers club, with its stud bull, its meeting room 
Its agency for stock, manures and eupplios, and the 

- But. in this presidency,so for as is known, not a ^glo 

Nidhi, however large and powerful, lias, in the twenty hr 
more years of its existence, ever developed a single by¬ 
product, oven where its direotors' and members are among ■ 
^le best 11. the presidency: n certain portion of the fundi 
has been given in charity or to religion, but in no single 
oase has any Subsidiary action been evolved : the i- 
:i«“i"stook aggregations of oapital 

of this ? rr'fT '^We is, in fact, probably the cause 
of tks defect; the funds have only shareholders and not 

Mbers;.taey are not groups oi psrsom In aotive assobia- 
If thi'f ® accumulations of funds receiving profits ■ 
Ifthe tr^e co-operative idea had scmed the promoter the 
direotors and the membera of these Nidhia, theVe obuld 



not fail of furtlier developments'j like hegats like, ■whether it 
he money or mutual help. 

'It is in the hope that a perusal of the methods adopted in 
'other co'antries may furnish ne'w suggestionB to the practical 
thinkers of the presidency that this study has extended to 
details of the numerous classes of banks and associations in 
Europe j it is not desired to thrust the aysteme of other 
countriesupon the presidency, hut to supply a study of 
foreign and suocessfnl methods, as also of foreign failures. 


DlYEIKJKNCE FROM THE . Oo-OEERATtVB IdBA. —This haS 
been dealt with under‘proat8,’ ‘admini8tratio?i,’ &o. 

It has beep, sought, to show that the desire for profits and 
dividends "tends to the exploitation of the borrower hy the 
investor, and to the acooptanoe of risky business which 
promises high returns. It is the benefit of the liorrower 
that should he th® fij^st study of these Nidhia ; the profit of 
investors is socondary. There'should bo the idea of hone- 
fioent and educational brotherhood, both, amongst the 
members and amongst the societies, and not that of a 


struggle for profits and a competition for business; it is 


difficult to reconcile self-seekiag with co-operative mutuality. ,. 

A. note of alleged defects found in practice in the working 
of the several funds of a large town has been voluntarily v: 
contributed by a number of the shareholders. Tho defects 

are as follows :— ^ 

(1.) Pursuit of large profits in order to retain mvo.sting 
mmubers; those profits are sometimes irregular and un¬ 
warranted. 

(2) Monopoly of control of the fund by a few rich non- 
borrowing shareholders under the “a stook-vote” system 
(one votsior eaoh share or five shares); voting should be on 

the “-one-man one-vote’’ principle. 

(3) Negligence of many directors so long as profits are 

kept up. ■ 

(4) Neglect hy many directors to attend meetings; sitting 
fees are small and meetings considered troublesome; hence 
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^ftmd is oontroilecl by two or three men, very often aU, 
]> near relations. 

(5) Office-bearers (president, secretary, auditor, &o.) are 
made too permanent, whenoo maob mischief follows; the 
secretary’s powers should also be curtailed and directors and 
office-bearers should go out by rotation. 

(6) When a permanent loan is taken, it cannot be 
retiiriiod in lump before the expiry of the whoie period, 
unless the interest for the Ml period is paid. 

(7; Sooretaries have been knowri to keep up deposits by 
their friends at high in|erest, when deposits at lower interest 
■' were available. • ‘ 

(8) The proportion of profits going to the shareholders is 
too small when compared with that taken by the directors 
and offioo-bearera. 

(®) ^yhen dofanlt is made on a loan, additional.,interest is 
charged thOreon; this and the ordinary interest, oven thpufrh 
■ paid, are credited as assets, included as profits, and 
^'/divided. ■' 

(16) Private arrangements in the way of favouritism, are 
raad.O with defaulters in the ease of overdue loans. 

(11) proper reserve is formed out of profits' to meet 
loans ; 'ono should bo formed and maintained, and not used 
for religious or oharitable purposes. ' 

! ■■ (12) Tory fre(|uent (foidnightly) .auditing ig nooesaary; 

these auditors (rather supervisors, similar to' the committee • 
of-supervision, <son86ur.j, &o., in Europe) should also deter- 
mine the necessity and rate of interest for deposits, examine ' 
the position of overdue loans, &c. 

(IS) Proper nctioe of general meetings is frequently 
omitted; the quorum should also be raised for such meetings 
to prevexit undue ooatroi by a few xaeu. 

(Id) Penal interesf; on loans in amaiB sEould be ^ 
after half the loan has been paid oii\ 

(15) BuIob are often defective; a model aet of Artieela 
should be framed by Qovemmeut* 





xh’av^e^H brought to bear, and it is by tbo application of 
, tbe8(r qualities that they -will be multiplied as they might 
be at this day, sinoe there are-~it is stated-numerous men 
throughout the country, who possess these qualities. If there 
ai'e, the Nidhis or their congeners will rapidly spread. 

Diffiouities of internal administration must he met by 
greater public spirit, more singleness of purpose, less desire 
for personal profit on the part of the chief members; the' 
work is not a purely business matter,; the task of arousing 
thrift and providence, mutual and self-help among a nation, 
is'semi-philanthropio; wholly pbilanthropio in its inspirations 
and aims, practical in its rne'thods. 

There must bo a Union or Unions of existing and future 
Booieties for mutual aid and encouragement, for the provi- 
ffion of inspection and audit, and possibly for aid in finanoe. 
But it is probable the Government must, for many years, 
as in England and in the United States, a con¬ 
siderable amount of direct supervision, verging in some 
matters on oontrol. This has been dealt with pemim^ both 
in this section and in the sketches of tho several banks 
and societies'of the West. ‘ 

There has been one further difficulty in adnrinistration 
wMoh has not been mentioned, a real and much felt one. 
For many years much of t)io best and most influential mufas- 
sil talent has been excluded from assisting the Nidhis, since 
it has been a'rule of Grovemment that no officials should take 
part in managing such a society. This rule has now been 
abrogated,and it is open to all offioials to assist their fellows 
in this item of public welfare. I'; is they who can largely 
afford to assist gratuitously in the directorate, while their 
example and their business habits, whether as directors or us 
thrifty and provident inejnbers, will aatlhciyo. 
societies firmly. A great ,nur of tbse society, 
it is as officers and on as Governmetjj, they will 

he of»mnoh usb; their pdsiti < ' iit officers will 

at least tend toBreveut fraud. , ■; 






/Difficulties arising fromlaw are dealt witu in imu 
general chapter on ‘ Law.’ Difficulties in matters of the 
seourity of loans are various ; they arise cat of the family 
system and the ahsence of registration of title. Jlhe taffi'* 
culty is, for local societies, more in theory than in practice; 
a Central Tbauk would find them insuperable in all except 
large business, where the expenses of enquiry would be 
email in proportion to the loans; small business, suoh as 
is most required, oOuld not bear such expenses, and^ would 
be rejected. But small local societies, like the Nidhis, find 
no great difficulty, so long os their busmess is local; their- 
directors know tho status of the boiTOwers, who ore unwilling 
to or dare not oheat tbe society, and the deolaratious taken 
from tho borrowers both in. the demand for the loan, and 

in the bond, not as suffioient safeguards in practice there 

are practically jjo suits owing to disputes regarding title or 
by coparceners.. As regards the action of the Eovenue law, 
very slight precautions will remove this difficulty. {Sse 
‘Law’ ‘Security of loans,’ ‘Begistratiou of title,’ &o.) 

Diffioulties of recovery are not real in so far as the ma- 
ohiuery available is conoerned; the ‘ Village Gouj'ts provide 
for all'small debts. Such diffioulties arise far more largely 
from the unpunctuality of the 'members, ^and tho laxity of 
the administration; if members are allowed to fall into, 
arrears they will do so ; it is for the directors to see that 
arrears are at once sued for in the Village dr other Courts, 
together with the necessary fines, and that defaulters are 
exnludad after three months’ arrears, duly demanded every 
month, the bare suhscriptions, if any, being in such case 
returned without interest or profits. Arrears are due to 
laxity and to weak or negligent directors, far more than 
fJKtt unwillingaess at.fraud of the members. 

Tlie diffioui'^®-^y considerable. In a poor 

country the jj; inidost .eufecx#®!’® are few, ^ 
borrowers ma ’ ^^®'' tdhi3 the borrowers are prac¬ 
tically limit ' - Sloans available; it is the faot 




alloans oantiot be got that keeps many out of the sooiety; 
men want to borrow even more than to save. The subscrip¬ 
tions of one investor cannot provide the loans required by 
three or four borrowers ; hence the societies must be financed 
ai extra, as in Continental Europe. Even in England depo¬ 
sits are - a very large item, being equal to about half 
of the subsoribed capital, though the law prevents this 
source, from becoming excessive, while in Germany, deposits 
Or leans ab extra m the Sohultze-Delitzsoh* banks, are to 
subscribed capital and reserve as three to ono. This is about 
the proportkii required in this country, where ho we ve^no 
Nidhi oven in I^adras (with one exception, viz., a European 
and Eurasian Fund), has deposits equal to one-fourth of the 
.nominal capital, the proportion being usually far lower. 
The diffleulty is that there is no sufficient security for the 
deposits; depositors are generally members, and ex kj/jiotkesi 
, investing members.^ Now if a Nidhi fails, its deposits must 
be paid up from the , share capital, for there is praetioaJ,ly 
no reserve; henoe depositing members would bo paid their 
deposits at the expemse of their investments. What is want¬ 
ed. is sufficaeat security to tho outside public to attract 
outside capital, whether os deposits or as loans on deben¬ 
tures. Suggestions will be found in the chapter on the 

system proposed for Popular banks in this presldenoy. 

The following description of actual Fuads will give an 
idea of their working :■— 

(A) is instituted in a small mufassil town and lends 
chiefly on mortgages; 

(B) is in a similar town, but deals chiefly in personal 
seouiity; 

(0) is a purely rural Fund In a village* established and 
worked by villagers. Thoy . ^^ro selected , as, woiking on 
different methods, and to all appearance * of good manage¬ 
ment and success. 

Fon» (A).—This Fund was established in 1886 ; it has 
a Hoad office with two branohoain somewhat distant towns. 



and 1,444 mombeta holding sham oi its. yu eacn, 

subsoribod in larty-five niohfcha afc Rs* 2 par mdhth. Its 
objects arc the promotion of sayings, the provision of good 
inveswnents, and the granting of loans to mibSeribers. It 
enjoys the advantages of a District Mtmsifa Court at its 
doors, and a weil-to-do entoimite^ the soil being rioh and the 
staple produots very valaahlo, leading to a oonsiderable 
comineroo j its operations are limited to the area over r^hieli 
the District Munsif’s Couit has jnrisdiotion, that is, several 
taluks. Its promoter and secretary is a pushing business 
man, well known within and-outside of the district, and con* 
neoted with agriculture and trade : its directors are mer. 
chants, officials, membors, &c. It is not and does not profess 
♦ v-K q QT, Ao-vimilhiral bank at all. but counts a number of 



borrow from tbe Filnd except 
' in the form of simple loans (on the subsoxibed 7alne of 
shares) ^ ox small lot loam These xiiles seem excellent. 
Six are permanent, a provision of doubtful wisdom; the 
rest retire by rotation. It seems that three-eighths of the 
net profits, •>., tho profits after paying ail expenses, and 
settip^g o^ide the guaranteed interest, go to the directors 
and o^^c^-bearerei but the rules appear oontradicfory. 

“Anyone may become a subscriber ‘^without 
distiactiou of oasto or creedshares may be —1, 

sold or withdrawn. There were reoently 1,444 
holding 8,282 shares; of these 642 were held by officials, 
872 by raiyat Isnd-holders, 581 byinamdars, 696 by mer¬ 
chants, and 491 by miscellaneous holders. 

Fmfy-‘Share OapitaL-^llhQ present nominal capital is' 
Rs. 3,99,870 in 4,443 shares of Rs. 90 each, payable in 
. forty-five mouths at Rs. 2 per month; of these 3,282 have 
been token up; the eaiiital may be increased by special reso¬ 
lution. The -resulting monthly iuoome by bare subscrip¬ 
tions is Es. 6,664 which oen he at once lent out. 

Depesifo.—This Fund, however, depends larply cm its 
deposits, which it has of late years attracted in a volume 
much exceeding that of other mufassil Funds ; recently it 
had Rs. 96,000 in fifty-seven accounts. Only members 
may make deposits, and the minimum aoceptssd is Rs. 26 ; 
the obligatory dejiosits of directors are Es. 1,000 in each 
case. Members within the town have deposited one-third 
of the total; persons Quimk of the zone of loan operations 
about one-half. Five persons have deposited about Rs. 
50,000 and get 7| per cent, for their m.ouey, each deposit 
being above Rs. 6,000: twenty-two meinbera have Rs. 37,000 

p,aying 6 per cent., and thirty hold the remainder at o per 
cent. With these largo deposits the Fund is able to grant 
loans readily and quickly. There is no syieao/security for 
those deposits ; confidence in the directors and in the rafety 
of their investments, which, of course, are the ultimate- 
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There is aotliing peculiar in the rules as ^ loans ; they 
are given in order of pdority j te^ land rnortgages are, 
in the case of non-Hiadus, fuithtir secured Iby additional 
(personal) security* Mortgages are the favourite security 
in this Fund ; out of Re* 10,583, takcnrae ordioary interest 
in a given period, t\vo4hmls we.t 0 from, mortgages, one- 
sixth from Icmhs oir persoxm^ from small 

lot loans At a recent date, Ife. 1,46,800 x^ere due on mort¬ 
gage, Es. 30,346 on personar security, and Es. 19,000 on 
’.^temporary and small lot loans; these represented bi'iginal 
loin^ of above 3 lakhs, the remainder having been liquid¬ 
ated. Penal iiiterest in this Fund is pretty heavy ; the 
rates are double and treble the ordinary rates according as 
^ the defaulter is a non-borrower Or a borrower, Eocently 
the total gross interest of all kimls in a given period wa,s 
Us. 12,953; of this, Es. 2,370, or 18 per cent., was penal; 
viewed in regard to net profits the importaxice of penal 
interest is well seen ; the profl,b and less account shows 
Ra. 1|,299 on the credit sKle] of this, Es. 4,398 is debited 
to interest on s.aares, mcluding the counter-interest on / 
repayment of loans, E?. 4,300 as interest on deposits, and 
Ba. 1,701 as contingencies ineiuding establishment; the 
balance is Es* 4,000, of which Es. 2,370, or 59 per cent., are 
due to penal interest. Even if the interest on shares is 
included in the net profit, the proportion is 28 per.cent. 


























In a reoont ; period of eight months 356 applications for 
loans were receivod; of these 263 vvero granted. The 
average loan was nearly Es. 200. Now that deposits are 
considerable and snbsoriptions large, loans can he readily 
granted : when the fund was jcung, borrowers had often to 
wait for very many months, perhaps for years, before get¬ 
ting a loan. The 356 applications represent just one-fourth 
of tbo number (1,444) of members, sc that about three- 
eighths borrow each year: many of tho loans were, of 
COU130, lemporai’y and small lot loans, which, lliongh 
individually trifling and of short term, represent one-ninth 
of the total, amount out on loan, and are therefore 
numerous. 

Loans are, it is said, only granted after very oareful 
enquiry. Searches in Eegistration offices are occasionally 
made at the borrowers’ expense, but it is ohiefly, almost 
solely, in the local knowledge of the directors that cox.fi- 
dence is placed It is one of the rules that every director 
shall be re.sident within the juiisdiotion and be acquainted 
with the persons and properties with which the Fixnd may 
deal, and it is stated that their powers of enquiry, sources 
of information and local knowledge are so gi'eat that “ all 
chance of deceit is utterly prevented ” : it seems that many 
of the direotors have or had money dealings in their private 
capacity. It is quite oleai- that well-managed local societies 
are pmotioally independent of the registration system. 

As regards valuations, these are made by appraisers, and 
are cheeked by the directors and by the secretary ; 75 per 
oeot. of the approved value is granted. 

The directors . allege (1) that the overdue leans of only 
Es. 2,003 are ail well secured and fully recoverable; (2) 
that in eight years only nine persons have been sold up by 
decree of Court ; that all these were in cases of house 
mortgage, and not in a single case has land been sold; (3) 
that in eight years only Es. 61 have had to be written o.fE 
as irrecoverable. This, if correct, is an extremely good 


fgi^rcL -Tho direotors gave the opinion that the raiyat bor- 
rowers are more honest than town . berrowera-a very en- 
conraging opinion and which tallies with other expetiepee.^ v 
Pro/?te-— According to the rales, after crediting sah- 
eciibers with the gvTaranteod profit, the surplus profit la 
divided as follows: ^ the reserve, M to the subsonhers, 

X to the directors, and * to the office-hearers. Direc¬ 
tors are paid in pcrportion to the nnmhor of meetings 
attended. :;'.. . -■ 

0{/ier businem.T'This Fund provides by luts rules aQ,,, 
insurance and annuity branch, but no transaotious have _ 

taken plac^ up to date. ^ 

AgmuUurtd -Affiliated to this Fund is tin Agn- 

cultural bank. The poouliafity of this is that fto rules 
provide for “stock shares,’’.r.c., foundation shares fully paid , 
lip* of these, 500 are provided at Bs. 100 each ; 125 have _ 
been taken up. and the interest on them, which is guMed^; 
at 6^ per cent., reached 12 per cent, this year. For the first 
■forty-five months (fund period) the interest is only crod.tod; 
it is oxpeofced in this way to make each share worth Rs. 150 
by that time *, after that period subsequent interest wiE he 
, paid to the shareholders. It is a method of attracting depo- 
aits, which these shares resemhle in withdrmmn. 

There are also the usual sabsoription shares. Deposits pro¬ 
per are Ba. 22^000, including nearly Bs. 6,000 on loan from 
the head office, for which H per cent, is paid- Loans are 
granted as follows: each Bs. 100 is to he paid back as 
Rs, 125 in five equal instalments at nine months’ intervals; 
this inoludes the interest which is consequently about 12 per 
cent, per annum. If the borrower desires it, the bank will 
buy implements, &o., for him, hut in that case he must pay 
iustalmentsof Rs. 27 each, or Rs. 135 in all, being mtereat 
at nearly 15 per cent, per annum. This method enables a 
raiyat to pay by simple instalments instead of by monthly 
Buhsoriptions, but the nine months’period is awkward eince 
payment if due one year in a convenient season, say harvest' 



-jails inoonveniently in tlie nest two or tiu-ee years. Tho 
interest is jy no means'low considering tliat in the head 
office the raiyat is so well spoken of. 

This officii is quite separate in accounts, management 
liability, &o., from the head offloe, although individual 
directors are the same, 

Tho experiment is a now departure, and is one of the very 
rare cases in which tho promoters of credit have endeavouied 
to suit tho wants of raiyats. 

rTho directors would welcome Q-overnment 
supervision even of a stringent character, for they feel that 
it would engender oonfidenee ia the stability of the bank 
and thus develop business. 

Fund ('B).—This Fund is now about five ye.ara old, and 
has several bundred members and above 2,000 shares. It 
is situated in a sinall mufasail town, which has a good deal 
of external trade, whilS'many oi its inhabitants aro agri¬ 
cultural. It is oil the permanent principle, its full sub- 
sociption term being forty-five months divided into five 
sub-terms of nine months each,; each share is worth at 
maturity 14s. 50-6-3 (45 + 5-6-3 guarauteed interest), plus 
any extra profit which may have been earned. Quaraiiteed 
interest is 1 pie per rupee per month, or 8| per efint. p^or 
annum, aud the extra profit earned in the first fiill tfirm was 
nearly half a pie (3 per cent.) additional. Its reserve is 
very weak, being only about Es. .300; it is formed solely 
from a ^ share of the net prcifits, «.e., of the sum left after 
debiting the gross profits with the guaranteed intero-d,, ami 
all working expenses. 

d/^mSers.—-These are divided as follows: If) per cent, are 
oifioials,. 34 per cent, tradespeople, 27 per cent, agriculturists, 
and 20 per cent, professional (vakils, schoolmasters, &o.), 

Administration .—There are sixteen directors, all of whom 
must hold sharesi no minimum number of shares is pre¬ 
scribed. These draw collectively one-eighth of the net pro- 


as described above—and this sum. is distributed in 
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: > p3roiioftion ' to^ number of meetings ationded by eaoK 
direotoh Fronv tlio directors are selected the eight oftice- 
bearerSj vm., president, secretary, assistant secretary, . perma¬ 
nent auditor, two tni^tees and two appraisers; these eight 
draw oi the net profits, the president and: secretaries 
obtaining above one-half 0 f this amount. During a recent 
sub-term of hine months, the direetors and ofBce*.bearers 
drew the respectable sum of Es. in their olBcial^ 

co.paoity. 

The px"t;sideat has the usiml pow at meetings and is 
also permitted to pass regular loans on pledge of valuables, 
as also all simple or small lot loanSf 

. The secretary has very considerable powers, and it seems 
that it is he that disposes df the above classes of loans after 
retaining the jiresident’s sanction, thathe does ali the 
preliminary work and passes the papers with his opinion to 
the president. Mbreoyeri he is^^nes the regular loans after 
the direoters have passed them, priority being given accorvi« 
ing to the entries in a register. It is he who receives, 
registers and circulates applications for .shares,, loans and 
deposits; he; records his opinibn on the worth of securities 
tendered for loans, obtains the necessary'walaations of pro¬ 
perty, secures the necessary documents, &o., before makijrg 
payment of a loan, and, generally, manages all office work, 
including the ordering of payments. 

The permanent auditor is one of the direetors and re¬ 
ceives ^ 0 - of the - net profits, Tlis duties are continually to 
initial the various collection and eastv accounts and registers, 
and to verify each month the jewels and securities in hand; 
his audit is thus a continuous audit, But the speeia! 
auditor in a recent report severely commeutB oh the thou, 
permanent auditor and states that he did not even know the 
names of the several aocounte whioh he wa .8 supjposed to 
audit. This is but an additional instance of what is so 
frequently found, and whiah hasj in a recent oriminal case 
in a nuxfaSsil town, been so strikUigly exemplified. 
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The trustees are also required to verify the Cash baianoe, 
doctiPionte and other seourities at least onoe a month ; all 


valuables and valuable seourities are kept in an iron safe 
■with four'', bcks, of which, the beys are kept hy the president, 
secretary, and the two trustees. 

A speoial, auditor, who is usually a skilled accountant 
from a Government o^oe, is appointed for every sub-term 
of nine months. , 

JFlmcfo.—These are obtained from the monthly shbscrip- 
tions to shares, from interest, and from deposits ; the former 
need no description; their paid-up amount at a recent date 
•wasEs. 85,000. Interest is described under ‘Loans.’ De¬ 
posits 'were recently about Es. 14,000 in loss than ten 
deposit accounts; 6 per cent, interest is paid. They were 
attracted to meet the usual difficulty of Building societies, 
viz., to pay off a mass of matured shares which fell duo at 
the end of the fust period of forty-five months ; the great 
bulk of the deposits belong to directors; a large part to a 
temple. Deposits are repayable at call provided that funds 
are available; it is said that a large portion is deposited oh 
special agreement. Only t-wo non-members have opened 
deposit aocounts. There is no special security for the depo¬ 
sits, the reserve being only a trifle, 

Zo«»s.—These are of the usual classes, both regular, 
temporai'y and small lot; sooured both by mortgages, pledge 
and personal security. The peculiarity of this Nidhi is 
that it objects to land mortgages; it has very few mort¬ 
gages even of buildings, and apparently none at all on 
mere lands. House mortgages are only 10 out of 222 regu¬ 
lar loans; none is found amongst the temporary loans. 
All these mortgages are at head-quarters and not outside of 
the town. Land mortgages are v/holly avoided, though the 
country round is of very rich land, (1) because of the 
danger of prior encumbrances, (2) because of the danger of 
collusive sales for arrears of revenue, since tevenae sales 
lear’ of all prior encumbrances, (8) beeause of . the diffioulty 
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'"appraisement. ThoB% at least, are the reasons given on 
enquiry. Nearly all loans a.ro upon personal seoiirityj 
upon the bond of the borrower with two approved sureties. 
Out of 222 regular loam, by the monthly 

subsor'ptions, lO l were of this latter class, ^w^ mort¬ 
gages and 31 were simple loans upon the paid-up value of 
;■ shares., ■ 

Temporary loans are granted for. throe months, and are 
repayable in lump; there, were only 11 of these, of which 9 
were on personal seourity, and 2 upon that of shares. It is 
ourious that not a single loan was granted, either regular or 
temporary or small lot, upon pledge of valuables. Small lot 
loans of Ba 5 each prepayable In sixty days, were twenty - 
eight in number ; not more than Bs. 250 per month can be 
lent in tHs elass,^ ^ ^ ^ ^ ^ 

Begukr lotms absorbed Es. 45,000, tempomry Es* 2,275, 
and small lot Es. 665 at a given date. The average regulai* 
loan was Bs. 803, and temporary Bs. 207, 

IntemL —Guaranteed interest paid to members is 6| per 
cent, per annum (1 pie per rupee per month). That paid 
by borrowers is as Mlows : 1| pie per rupee per month (7l*f 
per centV per annum) on, 8 i.mpl 0 regular loanSj ^ud loans on 

valuables^ ^^/pios {Of per cent, per anhuS|^ to 

on personal seourity, on 
temporary loans (jn pledge of valuables; 24 pies (l4iV par 
efent.) on teajporary loans on mortgage of immovables and on 
personal sooinity, and 1 anna per month per lot .jof Bs. 5 
(15 per cent') for small lot loans. The regular loans are 
'fairly moderate, but the others are somewhat high in their 
rates. ■ 

Penal »»#4re8«.—This is heavy; in the case of instalments 
of regular loans due on the 16th of each month, penal 
interest is charged at 2 pies per rupee from the I6th to the 
25th, and 4; pies from the 25th onwards; the latter rate is 
26 per cent, per annum. For temporary and small lot 
loans doubho rates are charged from date of arrear. As 



^.„„„J, thissoaro 0 oi incomo ia very material, and in fa 
'equals the -whole remraieration paid to the directors and 
office-bearers. The great bulk of loans is at pies per 
month j this, on Es. 45.000, is equal to Es. 3,104 in a sub- 
term of nine months. No-win a recent sub-term the* penal 
interest aggregated Es. 1.010, or nearly one-third cf the 
normal receipts; in other words, the average interest paid 
was not 1^ pies, but 2 pies per month. 

Overdue Loam.— -The amount of penal interest is a gauge 
of the pvmotuaJity of members, which is rather poor. On 
loans on 1,068 shares, no less than Es. 4,282 were overdue, 
of which no less than Es. I^OO waa overdue on only 160 

shares, i.c were about nine months iu arrear, and Es. 896 

on 67 shares, showing an aveiage arrear period of sixteen 
months. Moreover,put of II temporary loans, due at the 
end of. three months, there were no less than 6 in arrears, of 
-whioh 4 were overdue for Es. 1,000 for more than twelve 
months. Similarly 16 outof 28 small lot loans due^in two 
months, were -in arrears, 10 being above six: months overdue 
This is not a good state of afEairs, and either the loans in 
arre&-s are not good assets, O'r arrears ftto being allowed 
negligently or. for the sake of the. penal interest. It is, 
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Bgiioulturists, some of the loans having been i-t; , 
culture are not repaid in liipe, partly beoauso tB® monthly 
instalment system is unsuitable for raiyats, parpy because 
three-month loans are too short for such prapps^os- Tem¬ 
porary and smalllot loans are granted to no«r“®®'berP; 
this may account for some of the anrears. 


' Purpohs of Loam .—Trade, cgrieulture, matS’iagos, and 
mift-ellaneoiiS, in the order named. Bis believecl that t.lio 
bulk of the loans is taken for trade by shopkeeper® and small 
tradesmen and meiohants. ^ 

A rea of isons with in the to-wn anil a radius 

'of 5 miles have obtained J ®- of the loans and -i-S- the 


- amount; the balanoe has boon granted to persons beyond 
that limit. No mortgages are granted except at head¬ 
quarters. 

one suit, but th^ a largo amount, has 
yet been filed; it is still pending. The balance sheet shows 
only this, amount as a past due loan; this is evidently 
erroneous; all overdue loans should be sho wn under this head, 
for they are doubtful assets and cloubtful in proportion to the 
period of their arrears. 

Profits .—These have been declared for the first period at 
about 3 per cent, per annum iu addition to the guaranteed 
interest of 6^ per cent. Net profits are arrived at by deduct¬ 
ing from gross profits (1) the guaianteed interest^ (2) all 
working expenses other than remuneration to directors, and 
office-holders, 0 .^., pay of staff, rentj, interest to depositors, 
taxes,and so on; the balance is net profit. Of this, 
goes to reserve, to directors, V to office-bearers and to 
additional profit to members. 

The question is, as usual, how are gross pTofifcs determiiAed. 
Apparently the liabilities and assets are set down, and total¬ 
led, and the balance isgross profit; this a very rough method, 
and is liable to error by inclusion of doubtful assets as good 
ones, overdue loans, and of accrued but unpaid interest 
as actual asBets* 

Omemlr-^The Fluid seems to be useful and fairly pros¬ 
perous, but there are improvemeuts to bo effected. 

‘^^PuND (0).~Thib IS a pmely rural Fund, started by 
inteUigent and enteiprising village officers and landholder 
in a village about 20 miles from taluk head-quarters, lying 
amongst hills, and accessible only by a country road; not 


The full cotes taken from the books of the Fund and from tliO lips of th© 
ii*ectors, have been mfortunately lost durinj^ several transfers of appointm^J^t; 
henoe only general remarks. 





‘■ one of the clireotors knows 'English. The Village has no 

trade and is solely agrioultural; its is drawn from 

the village and its imoiodiato neighbourhood. 

It is on the tonninating'principle* its period being seven 
yews; it lends freely on lUortgage and on personal security, 
its knowledge of its rnombers supplying all neecIM security; 
it does not consult the registration registers, nor is it troubled 
by questions of title, nor by objeotions from po-sharers or 
others; the village knowledge and local influence suffice to 
prevent fraud oi false claims. Similarly it has not been 
■ troubled by litigation of any sort. It ntay be-said to partake 
f almost of a coihmimal nature. ;■ 

Its first period reoently Expired, and the books showed a 
profit of about Es, 2,4.00, which was to be divided amongst 
directors and members; such share as the directors might, 
then get would form their sole remuneration* as they had 
drawn nothing for their labour during the whole seven 
years, 'fhere appear to have been no losses, but the 
directors admitted pome unpunotuality, and that the -sums 
forming the iwoftts had. not been fully oolleeted, But as 
there bad been no loss, it is oleai’ that the Enud had 
been of great benefit to ail concerned, its loan rates being 
'moderate. 

The directors had reoentiy re-organised the Fund for a 
new period of seven years, but had yielded to the temp|ation 
of seeking larger profits by extending its business ; instead 
of dealing only with members residing within the viilage or 
the immediate noighbourhood, it was admitting them from 
distant towns and villages even in other taluks, trid3t.ilig to 
' local directors and agents for the seotirity of its loans.' The 
result cun hardly be doubtM; its dirootors, however capable 
'.locally, are hardly competent to obnduot credit business 
which is scattered over the opuntry side; unpunotuality and 
bad debts, loss and fraud are alniost certain, results. It is 
olearly a case where weU-meanmg and iutolHgent men are 
beingmisled by tbo desire for profits, and is a proof of the 


the EaifPeisen principle of absolutely localized 

''■societies.^ 

t Chit Associations .—Fmiher information has been re- 
• oently obtained regarding the Ohit associations mentioned 
at the beginning of this chapter. It appears that in the 
districts of Tinhevolly and Malabar there is now an immense 
extensicu of the system ; it is beoprning 00 universal that 
about one-fifth of all registered documents in Tinnevelly 
relate to these assooiations, which are not confined to men 
of one common locality, but are established by persons fi'e- 
quenting weekly markets, by groups of women, and the 
like,. The matter is of groat importance as showing not 
merely the necesBity for organized, univetsah and ready-to- 
hand facilities for saving, investment hnd credit, but also 
the great power of association poeseased by the population, 
and the comparative confideneO and honour existing a^^iOng 
meiabers, with, howeyely the evidence of growing distrust— 
partly because the assooiatioxvs may extend beyond Tillage,’ 
limits—as shown by the necessity found, in these days, of 
exacting real and registered seoniity for the fulfilmont, of 
contract. It is most desirable to regulate these assooiatioiis, 
at least by directing them into safe and systematic working, 
and above all thhigs, so to develop them that they shall not^ 


* Since tlic ttbov^. was in print, information lias been obtained exetnplifving' 
both dih© risks of dealing' with non-monibers, and the class of business apt to b© 
taken -lip by Nidbis for the sake of profit (see ' ^ pp. 264 to 256 supra). 

In on© town lOC smaU suits w^re taken without selection, in oonsecutiv© 
order from tho faie of a Distitiot Munsif, tajjijlated, alidy tfae results forwarded by 
the courtesy of the District Munsif, for: the purposes of this ' report. Amongst 
tboso suits appear no loss than ^hidled by Nidfo-kj and in 21 of tbeso, oosog' tho 
interest claimed whs 8 > per bebt. or upwards, rising in one oa^ie to 42 por%*onh 
This v/a$ higher than the average ' of njonoy-lendex's’ interest in th© ■ remaining 
suits, though aoveral cases at 60 and 75 per bent. wWe found among lb© latten 
The Nidhi loans appeared to be geherally^^t^ lot loans frequently gi'anted 

to outsiders. The rate interest , was not but seemingly above 

that provided by the rules ; it is possible, however, that penal rates have been 
©laimed in the stiits aS a mafctei- of pontraefc and not drigiual rates. 

Such businoss appears to be neither safe nor co-pporativo. 

t The information in this .parngraph is drawn from cornmumcation kiudiy' 
contrihutod by the Reghtrars of Tinnevelly and Calicut. * ’ 









riificome more gamWi'ng speculations by grotipa o£ semi¬ 
detached units, but sound* helpful village or local assooia;. 
tions, to which only oo-villagers or residents within a given 
and moderate area shall be admitted, so that mutual 
knowledge and oonMenoe shall be the baaiS of operations, 
and, ipso facto, shall develop mutual trust and help. 

The original system is said to be of immemorial antiquity, 
and is simply that desoribed at the beginning of this 
chapter; it was called the ‘ hoad-and-tail system, ’ meaning 
apparently that the benefits extended equally in joint 
membership from the head-the early winners-to the tail— 
the less fortttnate-who really lose considerably by the, 
transaction in the loss of interest. The originating cause of 
the systeni IS the necessity for providing on the one hand a 
mode of stimulating and investing savings, and on the other 
for obtaining hunp sums for pur chases of land and jewellery, 
for marriages, for a trading operation, for the settling of 
prior debts, &o. There wore no Savings banks at the doors of 
the people, no Credit societies to grant them ready funds on 
safe conditions; hence the Mutual assooiation, which, crude 
and rudimentary as it may be, involved the grand co- 
operative principle of mutual edn^denoe. 

The above system still prevails largely^where subscriptions 
are small, e.g., one rupee per month or week, and it will be 
seen that the first winner has the use of the pool for the 
whole period, while the last one has paid in his subscriptions 
for the whole period without benefit and at complete loss of 
interest till the last drawing; hence developments arose; it 
becomes necessary partly to equalize benefits, so that thoso 
who drew the pool last should not be really losers by their 
ill-foitune. Hence in many associations each winner of the 
pool gets the amount less a deduction for interest, and this 
deduction is divided among such other subscribers as have 
not yet won the pool. -This is called the discount system. 

But though benefits are partly equalized or losses 
recouped by this method, there remains the difficulty that, 




tlie drawing syeieBa, men who badly need the poolir.ay 
have fco wait for years before the lof falls to them; moreover 
; ;the shrewder men perceived that out of the necessities of 
borrowers might proceed profits for the others. Henco the 
, development of the ‘auotion-ohit ’ system, in which the draw¬ 
ing of lots is abolished, and the pool is auctioned to the bidder 
of the highest discount, tho discount sum being divided 
;■ amongst the other members as a bonus. It is stated that at 
, the earlier instalments when competition is been; persons will 
■ hid discounts of 60 to 65 per cent., so that they receive only 
Rs. 86or Es. 40 while bonnd to repay Bs. 100, This is 
simply gross usury under the form of oo-operation, and is 

precisely paplleled at the Building sooioty auctions in the 

West, where discounts of 35 or 40 per cent, may he bid. 
Moreover it is Aequently fpund that these aaaocktions are 
fonned by speculators who, for the trouble of initiating and 
managing the fund, notpnly tale their shwo as members, but 
the first pool, and sometimes also commissions j they are 
responsible for the collection of dues, and it is in their name 
thatthe members execute doonments to the Fund. For in 
the modern assooiafcions, a winner of the pool is reciuired to 
give seonrity for regular repayment through bis periodical 
subscription before he receives the sum: this is usually by 
mortgage of real property, and is therefore registered. 

It will he notioed that no interest is payable by members • 
its place, even in the modern assooiations, is taken by dig- 
oounts, and it does not exist at all in the originalioniis. But 
penal interest for default is now .found necessary; this may ' 
bo 2 per coni per month, hut rises to 1 pie per rupee per 
day (180 per cent per annum.) or even to 2 per cent, 
per day.' . • 

The above remarks relate phieiJy to Tinnevellyasgoriations; 
those in Malabar are Bimilar in principle aud meflnid -it 
Beems. however, that in this latter district all associations ai'e 


hasedonwritteri contracts, not on mere oral agreements. 


The Manager (luiri-muppan) seems to be ImH responsible 
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-t’or the due man;i.geraent of the conoeru and for proper , 
oolleotions; he is given oonsiderahle powers. • .; 

Besides the ordinary asspoiationa above mentiohM there : - , 
are other olagaos, c.gt.jbeneat iuncb^ in whioh the aasoointion 
tnerely unites to subsorxbe a Fund for the benefit of a friend 
who ac^rees to repay .each member in turn as indioated by lot. 
Moreover assooiations are imt confined to cash subscriptions, m; 
but may club oommoditfes, a.y., jaggery, paddy, ooooanuts, 

&o. These are : pooled and the pool awarded as though • , 
money- Then there are ‘ Marhot (shandy) ’ associations, in 
which small traders, &o., unite their small siihsoriptions on- 
market day, the winner thus getting a small capital for 
trade. An abuse of the sj'istom was found to be creeping m 
in the form of ‘ lottery societies’; these were purely gambling 
eonoems, in which one man gained and the others lost; they 
have been properly declared nnlawW and prohibited; these, 
however, are absolntely distinct from the true Chit assooia- 
tion, in winch the lot is merely used to determine the sequence 

, in which members take the pooh ^ _ 

Of Malabar it is said that associations are becoming imiver- 
eal; “ in towns as well as in rural parts, among the rich and 
the. poor, among the landed aristocracy and tlie agri^iltural 
labourers. It is very oommon. among artisans. We can 

soaroely find an artisan who is not a momlcer or a kuri. Ei on 

Gheralrs who form the kwest agricultural labourers have 
some kuris among them.” ,,, 

The usual colloctions in small associatious are weekly oi 
monthly; in those where the periodical subscription ox each 
member; is from Bs. 30 to Es. 100, the term usually half- 
yearly. Sums of several thousand rupees form e poo 
iialf-yearly allotted in some of these assooiationa. 

It is said that these associations, have materially oheapene .. 
money, partly by their competition with the money-lenders, 
but ohiefiy by their actual development of capital, t.e., of pro¬ 
ductive wealth. A man who ioins au association must ^per 
force continue saving sums which he might formerly have 
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::^?TOtodand useless; piaaentiy he oMaics th^i 
:Jr:a"UJ o^- *' i-.xdags in,a lump aura; such a eum. iv; foo con- 
-fflderable, too attraothre ‘ to and he in’t'e&is . it m 

tra'ttei O.j!* in other assootafeioBa) hcnoe . jmparalivo ahundauoe 
capital^, tlio ioiTi^ which 13 due to the assooia(;ioaii 


■ ■■■^Thero is KiuQh ’proxatse ' in . whioh sh? 2 ir.' 

&o naoematy. £m'^ arid, in some degarc" the results of^ srviag^ 
and credit ineiitinions iu absolute proidm * j labour r^ 




. OHAPTSE VII. : 

f , EEC0MM35MDAT10NS, 

, -' It remains fco consider wliat form of institution is best 

j'l;':; adapted in this presidecoy for rural credit, the diftioulties in 
■ \ the way of the hanks, and the best means of promoting them 

and their well-being. The postulates of credit; mentioned 
tho general chaptea- oa ‘oredit,’ viz., proximity, the 
'K:-', seourlty of the lender, and facility and safety to the 
'tn % borrower - will be assumed, as also the correctness of the 
4 ^' axiom that credit must hd based on thrift, that is, that the 
'■ lenders ;shall provide the funds for the use of thrifty 

bonwors. 

The form ^ ffe bunte.-—No central hank, not even a 
district bank, can satisfy the conditions of' facility” and 
.^proximity ’ vyhen the hoiwowere are'the village folk, the 
great niass of whom hold lands assessed at less than Bs, 3(), 
nor can they look at rural credit business when the loans 
aife? ®-3 i^ fhis presidency, the petty loans evidenced by 
reiristi'ation, court and other statistics. The vast bulk of 
’ all loans are below Be, 50; even mortgages below Rs. 100 
nnmW half tlie total mortgages and average onlj Rs. 44; 
the reotjrds of the oiv51 ooxirts tell the same tale, since, in 
this’^preaidenoy, for 1893, ho less than 59*4 per cent, of all 
suits, exoiuaive of those in village courts, were for sums 
, ^ ' . below Rs. 50 including the interest claimed; if village courts 

are included, the proportion is 68-9 per cant. Again, 
;b‘ ic cl lading village coiitts which tried 61,000 suits, the per- 

' of all suits below Rs. 20 was 45*25 per cent-., so that 

uearly half of all suits were below Ite. 20. This being so, 
it is dearly useless for any bank outside a very small oxi’clg 
./i; to think of supplying the country-side with tho oredit it 

needs. Nor is it conceivable that the borrower could obtain 


sacli a bank either facile, cheap or Buio credit | 
O 5 :p 0 jQQess of enquiry, the risks of loss on petty loans to nil- 
known persons, would preclude facility, while the eleraeixt-of 
safety would bo largely wanting, since ^ safety ’ requires that 
the destiaatiou of the loan shall be a produotive one, that it 
shall be used in production or towards economy, and that 
money shall only be borroyred for such purpose. Credit 
banks oaTaiiot and do not enquire the purpose of a loan pro- 
«ddod the security is sufBoiieut, whereas it is of the essence of 
village credit that the leridiag institution shall bo a power- 
‘ £ul aid to the borrower in chec^^^ e:itravaganco and in 
siiggesting useful outlay. 

Nor is it possible that State jb^!^nks should satisfy the need 
) for rural credit. Still loss than Central banks cau tney 
satisfy proximity ptheii’ agents indeed may be amongst the 
people, but a jjaid agent is merely a machme to pay out, to 
/ receive, and to enforce hard and fast rules j the loans might 
be made secure to the leader, but solely by the overwhelming 
;• powers reserved by the State expeditor, while the safety of 
the borrower, except as regards loans mmihuv to those under 
the Land Improvement and Agriculturists Loans Acts, 
would fail of being met, since the State oau hardly influence 
' the individual in the matter of pnidenoe in hi^ individual 
actions. The borrower need not be to nor would the 
loan proceed from voluntary savings but from the national 
taxes, unless the Staite deliberately utilized the funds of the 
Savings banka in such loans. Exit it is difficult to see Jbow 
the State could ensure tot its loans should bo granted only 
to thrifty persons and for productive 114 ^, unless they ^vere 
limited, as now, to improvement loans; this, however, la not 
what is meant by ^ rural credit/ There are, further, over- 
whelming objections to general State credit; such are the 
enormous amount of necessary business v/i.th the consequent 
abnormal development of a btlreauoratio agency which, eiB 
M/poihesh would interfere in the daily affairs of every man’s 
ffi gigantic sums required for the supply of gv^eral 


^exevUtj thp dovelopiaent of tlio habit of leaning upon the 
State, and of identifying it with the prosperity and misfor¬ 
tune of the people; a tendency to regard the State creditor 
as a money-lender, who, especially under the popular 
delusion of the State’s illinsitable wealth, could, hoar to loso 
individual dehts; the odium attached to the State as epfoic- 
iug, as it would be hound to enforce, rigid punctuality and 
conipleto repayment of dues; the political objections to a 
State assuming the position of general creditor with the coif- 
sequent temptation by its debtors to general repudiation; tho 
interference with private trade and the stifling ot all efforts 
at self-help, 

. Central banks and State banks being thus found objection- 
eble, it follows that what will he chiefly required for the 
credit work of the Madras distriots, are small, local, locally 
worked institutions on the lines: of the European village 
institutions; it is Village banks, not District or even Taluk 
banks, that, are required. It does not appear probable that 
institutions like the great Sootoh banks wiU^ ever arise to 
send out their thousand branches and agencies into every 
village; the genius of the people and the absence of a note 
, eiroulation by banks seem to rule out this possibility. In 
the absence of great institutions with the peculiar ability of 
the Scotch hanks, the only alternative is the local Village 
hank which satisfies the postulates of proximity, security, 
and facility, and, in one form or another, is found in 
thousands of instances in Europe and America; suoh are 
the small Swiss Joint Stock banks, the, Popular banks and 
Loan societies, the Savings banks, Building societies, Positos, 
&e. In one form, moreover, vi?^, that of tho co-operative 
Village hank, it satisfies the final postulate of true credit, 
viz,, that of ‘safety’ to the borrower. 

The decisive advantages of Village banks are as follows . ■— 
il) their absolute proximity to the borrower; (.2) their ability 
to excite local confidence and consequently to draw in local , 
capital; (3) their exact knowledge of their olien'es and their 


Sienoe over them as co-villagers ; their consequent ability 
; to prevent irand and to dispon vyith seai'ohes in Rogistra- 
Hon offices; (4) their power of maidng the smallest loans 
and of nndertakmg opemtionfj;, however potty, in consonance 
with villagG custom and individual needs; in fact, of giwig 
prefemm to small business ; (6) their ability to dispense with 
any prior general liquidation of debts such as has been 
demanded as a prelimmary to the establiBhment even of 
Tiiluk banks; they would ascertain in each case the borrower's 
prior debts, arbitrate with the creditor for a favourable 
settlement for cash down, pay down the sum settled, and 
aocept the debt as. due to thomselves; (6) their ability to 
work cheaply, almost gratuitouMy, and thus to provide cheap 
credit; (7) their retention of local capital and of all profits 
thereon within the village, and, in the case of Oo-oporative 
sobieiies, their xetantlon all profits for the members and 
borrowers; (8) thoii ability to act as agents and brokers for 
their members in thtr sale of p purbhaso of. 

necessaries; (9) their capaoity of acting as village granaries, 
lending grain for. moiutenanae and seed in ordinary years 
from Iheir Own resources, and, in times of distress?, from, 
those fesouroesS supplemented by State or other grants ; (10) 
their ability to act as intermediaries between the State and 
the individual, whether in maltei's of loans for land improve- 
mextts, pattl^ &o., or in Other agricultural or industrial 
developments, or in times of sea^oiial Strega ; '(n 
power of influencing bonnwerjii towards the true use of or(uiit, 
and of Watching the utilisiation of loans in accordance with 
contract; (12) their ability to prevent fraudulent defaults 
and collusive sales of property, and, in cases of default, t 
utilize adyantagoously tlia small properties accepted a 
seourities for loans; (13) their tondenby-^-in the case of Co 
operative hanks-^-to group themselves into unions for mxxtua*. 
development, instrixotion, inspection, and aitditV (14) their 
foteady, eduoative influence im matters of thrift, association, 
and self-help by their continuous presence in the village, by 






iheii contimxons objeof; lessous, and by thoir frequent, 
fibougb email, calls upon tjio activity, thought, arid service 
. of their members; (IS) their tendency to develop high forma 
both of individual capacity, hf ptihlio life, and of national 
. character. ■ \ " '' 

These Village banks, then,i may assume several forms-: 
they may, as Joint Stock banks, imitate the ‘ minusouies 
eocietes anonymes par actions’—the tiny Joint Stock banks— 
of Switeerland, with their little knot of capitalists and their 
share capital of a few hundred pounds; they may possibly 
assume the form of the Stat# aided Oommimal bahks of 
Ahiaoe-Lorraine; they may be Savings baoks in origin, 
dealing in credit merely ns a mode of placing their funds 
either directly to boiTOwers or indirectly through loans to 
Credit banks; thoy may ' bo Nidbis either of the present or 
of a developed type, developed in their power of safely 
attracting capital, and of giving long-term loans; they 
may he village gi'anarles storing surplus ^ain at harvest, 
and lending it out among the raij'ats for seed in the cultiva¬ 
tion season; they may be Agricrdturalassociations with credit 
annexes, a most desirable form of institutiou; or finally, 
and most desirahly* they may- he true Co-operative societies 
and banks, operating through, for, and upon the members, 
stinjulating and collecting their savings, oalHng forth habits 
of thrift, economy, and prudence, guiding their outlay into 
productive ohanneis, giving them credit for productive and 
useful purposes, promoting co-operative dealings in sale or 
purchase, and stimulating _ activity, union and associated 
action among the too isolated units of village life. 

l)iffi.cuUm in the tony of hanks. — White it is desirable to 
evelppo the suggesUvo and educative functions of the law 
od of the oxheutive in the matter of thrift and credit 
nstitutions, and to give, by law, certain privileges to 
societies established to promote national thrift, providence, 
end inodnctivity, it is to be remembered that neither the 
■existing law, nor the Government, nor the state of society, 




OTPsx'S 'aoy ftottial obstacles to the establisbment ol ,• 
g class of bank or bejiefit association; if Jaw does not 
suggest, it dooinot prevent; if the executive.-^oes not help, 
> neitber does it li^der; if the conditions'^^ 
ali that can he desired, ueitber are they sp^gi^lly unfavour- 

able. The German co-operative law assistg" and promotes 
. co-operation, .but Co-operative banks and societies existed 
jbefore the kw, and the kw is the result^ the onuse 
of their existence. Tot the obstacles prei^e^fed to the for- 
of such societies in Europe in 18|o and succeeding 
decades were not less but greater than i^- tifg p,.esiden.y at 
thef esent time. The law regarding so^eties was restrioirvov 

the executive looked askance at, all associations; non- 
trading so4S«?b were suspected of be^g poii^jaal olubs, and 
even the Sohulae-xi^H*^®^^ assooiati5j,g were attacked by the 
police authorities as a9t by law ; no Joint Stock 

company oould be foithS^ Germany—until the new 
commercial pode pf 1884—wiffeou| tjie express authorization 
of Government ; in Prance uo Sasooi'ations of artisans or 
agfioulturists were possible until the law of 1884, which 
modified the Sevolutionary law against trade guilds; the 
English law in the 'matter of trade unions is well known, 
ijisca! burdens in Europe were and are extremely heavy; 
stamp and succession duties, income-tax and other oharoes 
together with-in Italy-a charge for Government super-’ 
vision, are a real burden. Communications, viz., the rail¬ 
roads, post and telegraph, were, in 1850, inferior in Europe 
to those now existing in this presidency; the press was 
but developing; education was generally backward ; the 
peasants not only poor and lihrdened by usury, but snspi- 
O1OU0 and oonservativo to the kst degree, while their laud 
tenures could not compare in some countries with that of 
the Madras ralyat; the Courts were not and are not purer, 
prompter, or more aecsssiUo than they are in this presi¬ 
dency ; the people, the peasant masses, were but beginmug 
to be considered as factors in the State. 
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" r" ill Jfradras there axe fe'':v suck oh^fcaoles; the rig 

'■ “ aMaWy Miampered ; for ,By parpoM 

Wtawormei ”>»J' a«aa^»B«d; stampdota, thoaga 
rt« ffiTO all fisoal charges, are lighter than m 
krope, and are no hindrance to tmle; the income-tax 
; iialf oi the similar tax m Europe, , exelnsive pf 

■"EnXnd, and iis lega sweeping in its actual ino^^^^ 

owine to the 'UUmerons deduotiona allowahlo under ' 

^ while the nihumn^ 

■ oompavatwe valnd 
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rd” deposits in si^'ietiea pass undimimshed, to h<,i,^. 
colamnmoalioas are good and very cheap press is 

becoming a power and may at pnce .exercise most l^ene- 
ficlal functions in the ma'ttor of^someijes j education, though, 

backward, has reached inahigh W a very large num^r 

of men who are spread teighoni the country, while the, 
esteistance cd an immense; nurirbcr ol men,_ trained m the 
service of the Btate, is available; jastioe is fairly pure, 
prompt and accessihle, and the 'VUlage Courts provide a 

■ resort for small debts unetiualled. in the world; tho commer¬ 
cial and social ideas of the ^est are, through the press and 
other dommumcations. absolutely open for the imuntion 
and gnidanOe of the Bast, so that the errors and dfiiouhies ot 
pioneer societies may ho avoided; the peasantry are not nn- 
' Lustomed to combined effort, while the Government raiyats, 
possessing their land in perpetuity, and witn, at worn, a 
Utlement lasting nearly twice as long as the Scotch leases 
which have made Scotch farming what it is, with full 
transfer and mortgage rights and not nuskdled rn their 
hereditary art, are in status fully the equal of the ordinary 
German and Italian peasant, amongst whom Go. operative 

societies have so splendidly .flourished. ^ 

What is wanted more than the mere administrators is 
the men of initiative, enthusiasm, and prescience who will 




I^^^troduee the idea and force it into practical shape; men of 
^’^ntenigence^ philanthropio intention and foresight, full of 
'/•■zealfor refori|, persistent in effort/and ready to v'ork out, 
though on the hnmblest lines, the dotailn of the future 
systems. It was only by the most deyotedand unwearied 
oSbrt, not merely in lecturing and writing/but in working 
at the details of an aotual socioty, correcting errors, intro- 
duoing improvemonts, enoouraging the faint-^hearted, that 
Sohuke-Delitzsch and Luzzatti and Woliemborg 

forced their ideas into pahlio recognition; it was, the- 
* uawearied efforts of one or two men who made English 
. Sayings banks what they are; it was the .few artisan ; 
pioneers who at Rochdale laid the foundation "of 
British co-operative distribution; it was one® two enthu¬ 
siastic men who, when the law of 1884 legalized Agri¬ 
cultural associations in France, preached and guided the 
idea with such fervour that within 10 1,200 

such associations, with aboYe a million members, have 
_ already sprung, into existence. Similar men with similar 
enthusiasm are needed: for this presidency; men who,diving 
amo,ng the people in the small towns and villages, will 
actually work out their ideas into practical shape. This 
is already in actual process some extent; the Nidhis, 
without legal or executive assistance, have made for them¬ 
selves a certain position the efforts of a few intelligent 
men; that which is kokiilg is the advent of men who, with 
wider knowledge of method, with larger ideas of co-opera- 
ation, with greater enthusiasm for; the general spread of 
ideas regarding national thrift, providence, mirtual and 
self-help, and productivity, will aposfcoliae the moyoment 
by giving thS labom of their the working out of 

the problem xiot on paper but in fact. The difHoulty seems 
great, hvir^solvitur theoretical difficulty 

falls when attacked in praotm^^ Theoretically, for Instanoo, 
the question of title and encumbrance is considerable; that 
difficulty does not exist in reality as the Nidhis have 






proved , no local society fears such dangers, for it has perfect 
knowledge of Llie borrowers while the borrowers d^re not 
deceivo fcho lenders who are their own friends and neighbonrs* 
It' will, however, bo well to describe in somewhat greatei^ 
"Vletail tlio objections which have from time to time been' 
raised in regard to the establishment of banks. In the 
course of this study various reasons have.been suggeste'd 
as hindrances or difB.onltios' in the way; these roay be 
classed under the heads of social, commercial, fiscal, and" 
legal ; it is significant that not a single corrcspohdo-htf has 
raised any di-fficulty as arising from the executive. ■ ^ 

Social BXO (1) want of initiative; (9) novelty and absence: 
.of mtoihl a.nd ignorance of banking methods; (3) ignorance 
of the co-operative idea ; (4) inability to adopt association as 
a working system; (5) want of men of devotion and enthu- 
siashi who will apostolize the raovemonfe. 

Commercial are (1) general ignorance of the facts relating 
to rural credit and needs; (2) unaitraotiYeness of rurar 
business to commercial circles; (3) timidity of capital in 
venturing on the unknown ; (4) failures of prerions 

attempts: (5) want of men who will manage rural banks; 
(6) difficulty of attracting capital ; (7) diffloulty of attract¬ 
ing c^lsto.mers ; (8) absence of trustworthy agents, and 
difficulties and cost of supervising and x^aying them ; (9) 
risks of bad business by want of trustworthy inspection, 
&o.; (10) difficulty of dealing with an immense masB 
of petty work and loans; (11) unbusmessdike habits of 
rjmts ; (12) opposition of the money-lender ; (13) the hope 
of obtaining k-^ge privileges; (14) dilficulties due to 
prior debts ; (16) difficulty felt by ryots in getting annual 
loans , if property is mortgaged to the bank ; (i6) dhnctxUy 
both to ryot and bank when an imporkaht imx>rovcmbnt 
roeults in failure; (17) difficulties of giving loans for 
improvements on unimproved land; (18) difficulty of grant¬ 
ing credit of all classes by the same institution; (19) want 
of supervision. 





lh0 Mml difficulty 18 the weight of taxation, stamj/ 
duties-and other charges. , ; .'® 

*-■' X^eqal are (1) douhts as to security hy reason of the 
family systora i (2) doubts as to title by the absence of 
;v u Bystein ot registration of titles j (3) doubts as to ■ prior ; 
• , encumbrances by the absence of proper registration indexes j 
:, (4) . difficulties in tbe recovery of debts, such as delays, oostj 
uaoeitainty, &o. j .(&) the provision of the revenue law by 
, which property sold for arrears is sold free of encumbrances .5 
16) difficulty due to periodical revision of assessments; (7) 
difficulty in the way of lending to zataindari ryots, 

• Soo$al diffioH!(ies.-~—Th.Q3s are real ones; when the bank- 
ing .idea has absolutely no place in the rural mind, when 
hoarding in , walls and roofs is . universal. Savings and 
•Deposit banks unknown, the habit of getting in the idid 
. money of the publio for productive distribution wholiy 
" foreign to t.io customs of the oountty, credit, on fixed terms 
and ,by fixed rules undreamed of, indebtedness • in ' the 
sense. of living on the adrauoes of a money-lender or bi'oker 
habitual,, and the rural population suspicious of ail that is 
not according to custom, there will he great difficulties in 
fostering the ideas and methods of banking institutions. 
Still moie must this be the case where a country has suffered 


from oenturies of trouble, whore each village formed 


munioipium and every one .outside of the village was 
a possible enemy, where comraunioatious were had or 
, non-existcut .and external trade almost unknown, so that 
all ■ wealth was ooaoonfcrated in the self-contained village 
-aud wealth, if it left the village, left it permanently in aub- 
mission to external force. In such a country private .hoard¬ 
ing will be oustomary and adhered to pertinaoioply; money 

will rarely be . invested even in Government ' loans, since 
Eastern Governments have been used to borrow but not 
to return; no confidence will be placed in companies•<- 
again a Western invention—or banks outside of ilhe vilfao-e 
Hence, as mentioned above, it is men of initiative and 









SOTotioa who ai'e required- to preach aud push the new Sc _ 
bvi, above all, io Bit down quietly end worli it; out in his 
own iinmediote neighbourbpod. It is net true that internal 
village aSEOoie ion is an unknown idee ; on tho oontrary, 
-conmunal life is etill strong in the villages, ■ in 
many matters affecting agriculture, village festivals, “uci „ 
the like associated action, ia habiiusl; ffieiq'are mmv '’ou9 
men who in tho villages daily deal with matters much more ^ 
complicated and diffioult than the mere granting of 
Email loans to, . neighbour, as for instance the regulation of 
the water-fepply^p the fields feom the tank, especially when 

water is scarce and claims are oiposed. ■ ' 

But the bbieotions apply fa? fes to establishment. 

. Yillaga hanks than to- that of Central hanks; assooiatior, 15 
’■^common among viUagers, and can bo trained t the new 
method; money will how into a village association which 
would not he trasted to an outsade or, at all events, distant 
society ; the villages which are already proved capable of 
establishing chit ’ ' sooietie"^ »'.nd Nidhi,3 can ostahUsh 

. .ither Savings and Credit associa'imns. . 

, ■ Commercial diffteuim.-^-Theu- objections are a,.so vaild in, 
■flome degree when viewed from tho Btandpoint^ of urban 
oapitalistB who seek investments lor their funds m banking 
ventures. Tho hanks contemplated by such persons are the 
Central banks of large capital and extensive operations, spread 
over thouBo-uds of square miles and having, as clientele, 
a selection from the richer classes. Obviously to such 
hanks the petly business of the millions of small folk niTOt 
beu-ialtrae' *< • each operation needs a separate eixqbiry 
fcp .ts: tho charges of such agents, the lisk nf. 

^uinlaass or i raeBS, the smallness and uselessness to 
the bank of the security offeredythe diffiovilty of reooveriiig 
or Buing for such petty loans, tho imme-e risk of loss by 

the mass cf petty transactions with nuknown. oM: are and 

probably unpunotual h-.n-owers, the actual cost, of each 
enquiry ...ard the preiiminarics to each transacaon, m oth 



rwwJs, the abaonoe of prCximity and seourity to the -beDk, 
• entirely prohibit the engagement of busiueas snen and 
trading capital in rural credit. 

But these .difficulties, which are not ' only geanine, but 
which are precisely those which have prevented the small 
folk of Europe from access to banking c^-odit, and which 
have deterred the abundant investment capital of Europe 
from finding its way to the peasant farmer, do not apply 
to village banks ; the villagers are perfecty acquainted with 
their need of capital and credit and with the operations 
for which credit is needed ; there is no mass of demands from 
unknown persons on ill-known security, but simply the request 
of few a persons whose status, property and needs are per¬ 
fectly known to all; there is no need of agents, for the work 
is at their doors, ' the borrowers cannot make default for that 
would m,0an soolai ostracism and ruin; the village court is at 
hand for all dues or delays ; if there is final failure, the lands 
' and property of the defaulter are precisely those which hre most 
in demand by the oo-villagers; the capital of the bank, evea 
if attracted frora without, is retained and spent wholly with¬ 
in the village; there are no p&iodloal withdrawals from the 
village of capital to meet the demands for increasing divid¬ 
ends.of sharebolders and dheotors, but merely the fixed 
interest on the deposits or debentures. As for the manage¬ 
ment of the banks, the men of the village are as competent 
to deal with these individually smaE and simple matters as 
with the more complex questions involving rival claims to 
lands, to water, or to village honours, or involving the 
numerous accounts demanded by a modern administration; 
the success of many village Nidhis proves this, and as the 
idea roots and spreads, supervision and extraneous assistance 
■will not be wanting. As for the opposition of the money, 
lender, the experience of Italy, Switzerland, and Germany 
proves that this is of mo avail; the bank will always oust 
the usurei-, nor is any complicated prooesf! necessary; the 
bank lends tho money, possibly arbitrates between creditor . 
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aud debtor, , tlio debtor ^ his debt and graduall; 

repays the bank at 6 instead oil 60 per cent. It ia, perhaps, 
in this point that village banks are go eucoessfnl ; there ra no 
need for a general liqtudatlou of debts over a taliv^, 
white-washing of ane^ctensivo clientele by Government ariu:; 

the delivery of the clientele bodily to the bank; there is 
simply the individnal debtor who cornea with Ms nsunous 
account to the bank, gives ian inventory of his property 
which is perfectly well known to the bank diieotors, borrows 
. the money and pays off the nsurer; there is nothing heroic, 
nothing extensive or difficult, but a quiet gradual esunotron 
of debts, debtor by debtor. What is needed is simply the 
little village hank started hj prescient, enthusiastic men ot 
buaness, who will assist the villagers by personal effoi-t and,, 

; devotion ; the rest is easy. ' . x, • i 

What has largely delayed the starting of b^ks is, the idea 
that they must-be l.-he work of capitalists in the ordinary 
senser-the eo^cars, the men of means; that they must he at 
■ leist" Taluk or District banks, so as to comniand opeap 
It is from this cause that extensive privileges have 
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Teen smight, such as prior liquidation of debts, a prior State 
interforeueoon an overwhelming scale, an experiment in 
Btatemteimeddling pi'the gravest oharaoter, all to the end 
that oertaiu oapitallsts might make sure of stanting the bank 
as a going concern with a big whitewashedclientffio delivered 
by contract into their hands, with a monopoly of busmsss in 
the taluk, and Collectors as tbeir bailiffs; it Is the idea not 

merely of central banks, but of handsome dividends that has 
misled suggestions and public ideas into the wipng dirdetion, 

the humble village bank, with its olioutelo literally _its 

doors, and developing local credit not as a means of earning 

dividends for distant, outside shareholders through unheard 

of privileges, hut as serving the needs of the members of the 
bank will, by its IstablisMuent, brush nside all the diffiouffiies 
hitherto put forward by promoters in the hope of obtaining 
wide privileges and correspondingly handsome dividends. 
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Of privilege (t,' , 'iOe it wp ha-v's a prior claim, even , 

though the farm ka. t -^^y be under the hank. 

The difficulty mentioheim(l‘'O i^ se.ri^ can he 

said is that, as in the Scotch banji5*,.%joau in the form of a 
cash credit oan dften. be pven to a ryor'w'^ose. general statue 
and, especially, character afe gSod, and with this the tSL'JioveT 
ihent can be effeoted, advanceB heing drawn only as tho work 
progresses ; the Speoiai well rules hnder the Land Improve* 
ment Act are ajjplicable, with the additional seourities that 
the character of Po applicant wp be a factor in the disposal 

of the application, and that the due applicai:iorv;of the loan, 
and the progress of the improveirtent can be iraiaediately and 
frecjuently supervised by the bank directors. 

Difficulty .(16) is also serious; it oeeasionali|y happens that' 
a well is dug at large cost hut fails | a . tad k is made but 
breaches ; a tope is planted, but the soil proves saline or 
unsuitable. Even in this case, however, the bank is covered 
b/the security it has taken and the borrower bears tho loss; 
he 18 no worse off in borrowing from a bank than from an 
ordinary lender, while the terms of Lis loan are probably 
muoh less onerous. Moreover, the risk can be ipinimized 

and, if transaoiions are nuiaorous, even eliiniratcd by a 

proper method of insurance, by which the ryot can be 
indemnified for his loss or freed from his debt on payment at 
tho time of the loan, of an insurance premium, whieh may be' 

deducted as a percentage from the loan amount. 

The want of supervision has, however, been a real diffi- 
culty j very many Nidhis have been started and fallen into 
ruin, not so much from fr^aud but from sheer businoss in- 
capacity-or negligenpe, which might bayb been prevented by 
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assistauce. On,fl/. <4 % ,^, ,. ,s>.' 

is proYickd by the 

examinora for audit and bl ,, supply m- 

formatioTij and even arrange for p'^ ,, .Support by way 
of loans from the richer to the ijooror ,,,.afc8 by the interven¬ 
tion of the TJnion. But tilj such Unions are formed, the 
State may supply the every care being taken to avoid 

such support 5S wiilweaken rather than strengthen More- 
or-«‘ir, State supervision is not undesirable even as a pjerma 

in Continental 

EpY^and/but notably m TTnitecl States, while g 

land the enper'^ision of co-operative, bmlding, n©Bc y 
societies, and savings banks in an Jnc^,^asmff “ 

aotual and mbst modern fact, as m the Savings Banks Act of 
A891, the Building Sooieties Aot Pf 189h, and the proposed 

/i895> legislation for Friendly Societies. 

' Bi'hilo village banks are thus indicated as a means of turn- 
•■no. the difficulties which do exist, it is suggestPcl that other. 
totoar. .ot tapo»iU.-, ban., «p»aC <» mortg.|» 
and for land improvement, which can lend sums ^ _ 

or Es. 1,000, are desired for the larger class of .ferms, and 
then, beginning in their immediate neighbourhood, can 
extend, their operations through their members, after the 

fashion of the German Land Banks, provided that dmdenas 
are not the primarji object of the banks, but mutual credit 
It is difficult to conceive of a central bank, ^using e wor 
central to mean even taluk,-which should succeed in^ eain- 
in» sufficient dividends in the first few years of its existence 
bv°means of its necessarily small transactions; mutuai ban a 
might succeed, and might be encouraged by Government with 
subventions or guarantees, so that the expensive and trouWe- 

some State loans for land improvement might be graduany 
abandoned. 
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difficulty of financing the banks, of attracting capital, 
ir usjially considered serious; it was so considered in Baropo 
undl the village banks solved the question by simply starting 
they have never lacked for capital even when •working in 
usury ridden tracts. Doubtless the general principle of 
unlimited liability has operated to attract oapitail, but the 
Italian Popular banks are not founded on this principle, but 
on that of a share capital. This matter is dealt with in a 
separate section below. 

Fucal diffioultm ,—These are not serious; as a charge upon 
the banks they are simply the stamp duties on the memo¬ 
randum. of association, the charge for registering the memo¬ 
randum and articles, and the income-tax. Should the banks 
borrow either by debentures or otherwise, they are liable to 
pay the stamp and registration duties on the bonds. It is 
proposed that for village banks on the co-operative principle 
these charges for registration of the memorandum and 
articles should be entirely abolished, as also the stamp duties 
on the same documents, and that stamp duties and registra¬ 
tion charges on loans below Bs. 100 issued by the banks be 
reduced by one-half; for loans taken by the bank, by the 
issue of*debentuTes, a very slight alteration is made, to favour 
the issue of debentures of small amount. For village banks 
on other principles, no particular concession need be granted, 
except in the matter of debentures as above. It is not 
proposed to remove the income-tax, especially as it will be 
within the power, as it is within the duty, of all mutual or 
co-operative banks, to avoid the tax by reducing the cost of 
loans so that profits chargeable to the tax will not exist. 

Legal first five are fully dealt with in the 

chapter on * law ’ and in the draft bill, and in the chapter 
on «Registration.^ The sixth is hot a serious objection; it is 
not found that the periodical revision has any effect upon 
the sale or mortgage value of land in private transactions, 
the fear, expressed in theory, as to, the result of such now 
assessments, being eliminated in practice by the knowledge 



no considerable or ruinous enhanoement will .take 
Moreover, the margin which every bank provides for , such 
and other contingencies by the difference betw^een the actual 
value of land and amount lent, suifioiently covers such risks, 
especially when added to the fact that all long-time loans 
are, ea hypothesis to be repaid by instalments on the sinking 
fund principle, so that the margin between the amount due 
and the actual value is often very large. Further, it is to be 
noted that as the settlement period is 30 years, only loans 
taken in, perhaps?, the last decade will be affected, and it 
will be open to the banks to discount any risk of depreciated 
security by widening the margin between the loan and the 
market value. 

The seventh difficulty cannot be got rid of by any banking 
device. Suffice it to say that it only exists as regards mort¬ 
gages, and for those only in a very limited degree, mortgages 
and transfers being, praotieally, as feasible and complete in 
the southern zemindaris ns in the Government lands. As 
regards ordinary loans on general status, village batiks in 
zernindaris will be exactly in the same poeition as Bimilar 
banks in Government villages. 

But, while there are no insurmountable obstacles in the 
way of establisliing banks, the way may be made smooth and 
easy by the operation of the law and of the executive 
authorities. These matters are specially dealt with at length 
in the chapter on ‘ law,’* and im the draft bill, to which 
readers are referred; a few remarks are necessary regarding 
the provision of capital, the due management of the 
institutions, and the supervifion desirable or necessary. 

Cap'iiaL '—The capital of a bank is either a working or a 
guarantee capital; it is either paid up;, subscribed, or merely 
guaranteed. A bank, however, if it is to fulfil its complete 
functions, does not rely on its own subscribed capital for its 
operations; its efforts axe directed to attracting outside 
capital which may amount to many times its own capital, 
and this attracted capital is the source of its usefulness; it 




-eiMQiwages thrift by getting in useless hoards and petty 
-i, savings; it promotes productivity by utilising these funds m 
loans. A bank* which deals with its own subscribed funds 
only is defective in both ways; it does not fully promote 
savings, and it wastes its possible opportunities in granting 
credit. Herein lies a cardinal defect of the Nidhis and of 
all societies of that type; they depend almost entirely on the 
monthly subscriptions of their members; they promote thrift 
only among their members; and they can grant loans only 
from the insignificant sums thus gathered in, with the result 
that, siuoo throe out of four members desu-e to borrow, such 
borrowers are forced to wait their turn, often for many 
mouths, by which time the opportunity has passed, or they 
have been driven to the money-lender. Using their capital 
in loans and, as a rale, without a -reserve, they have no 
tangible security to offer for deposits, which consequently 
are not found except occasionally, and always to a very 
moderate amount. 

Capital, on the contrary, should be used chiefly as a colla¬ 
teral guarantee for deposits and debentures; it may, in such 
case, be either paid up, subscribed or merely guaranteed. 
In America, it is usual for the banking laws to provide that 
the whole capital of a bauk shall be entirely paid up before 
operations can begin—-a precaution to ensure that the bank 
is a lonA fide institution, and not a mere fraudulent trap. 
The bank is then compelled to invest a proportion—10 per 
cent, in New York with a fixed minimum—in eoriain 
securities .vhioh are deposited with the Government Superio- 
tendent or Commissioner of Banks as a oollatoral security 
for depositors and creditors. But the law of the several 
Stales also provides, as a rule, that the shareholders of banks 
shall bo liable, in case of liquidation, to a further amount or 
addition to the par value of their shares. In New York, it is 
an additional amount equal to the full value, so that a share¬ 
holder for 1,000 dollars miriit 'first have paid up his full share 
subscription, and, in case of liquidation, is liable for a further 
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Jum of 1,000 dollar?. This gives immense additional* 
rity; the -whole capital may be wasted, and yet the Ml 
nominal capital is available as seourity; the rule also tends to 
interest sharoholdcrs in the operations of the company. 
Here the Nklhis are again defootive; all losses must come 
upon investing, i.e,y non-borrowing members only; these are 
liable in case of liquidation for the remaining balance on 
their shares, and thus lose their whole investment, whereas 
borro-wing members, though they mast also pay up the full 
value of their shares, merely, in so doing, repay their loans, 
and thus lose nothing. 

A further method-of using capital as a guarantee is to 
provide that part of the capital shall not be called up except 
for liquidation; this ‘ reserve ’ capital provides an excellent 

seourity. , . , . 

Guarantee capital is cither that which is contemplated m 
the Companies Act when the partners agree to guarantee a 
given amount, or is that so general in the mutual .Land and 
Popular hanks of Eiirbpe, viz., the liability of all members 
in all their property for the engagements of the society. In 
this case there need he no paid-up or even subscribed capital; 
a member becomes liable, even if there is no suoh thing as a 
share, by mere membership, as in the case of the drdmary 
partnership associations, Of late years the co-operative law of 
Germany admits, for Co-operative societies, a liability limited 
to a proportion or to a multiple of the share capital held by 
the member in addition to the original; this corresponds 
with the American method above noticed. This latter 
method does not appear to be recognized by the Compa,nie8 
Act, and it is recommended that in order to secure depositors 
and creditors, and thereby to attract outside capital, the 
word ‘limited’ shall be extended so as to admit of societies 
■with a capital of any of the above descriptions. 

There is a class of capital in use in Europe for the estab¬ 
lishment of mutual and Savings banks, which is not 
generally found elsewhere, viz., that of ‘founders’shares. 


5^!TK@ie:;widely- diff^^^ shares in English com- 

'I'f panies, which are px’eference shares and (lend to absorb 
;■ ^ dividends, while the ‘founders' shares ^ are really subscrip¬ 
tions at favourable rates of interest or without interestj, 
intended either to provide tbo first working capital of a bank, 
or to form a reserve in the early days when no reserve has 
, been accumulated ; sometimes it is ti mere guarantee fund 
either for the good oonduot of the subscribers or for the 
safety of the depositors, as in the Italian Savings banke. It 
is not improbable that in this Presideiicy, where the unlimit¬ 
ed liability of Europe is improbable as a principle of asso¬ 
ciation, the wt)114o-do might find founders' shares a method 
of assisting the establishment of banks without involving 
any loss or any oerious risk; founders would, by their posi¬ 
tion, as well as by their fliibsoriptions, have a weighty vote 
In the manv^gement of affairs, and would tend to secure safe 
methods of business. 

The question arises whether these several methods will 
provide the capital required for the working of the village 
banks. * 

The experience of Europe is that village banks with 
unlimited liability, and the Italian and Austrian popular 
and Tillage banks with liability limited by shares, ^obtain 
abundant capital partly from the ordinoTy public, partly from 
savings banks. In this ooantry there are no data; the 
Nidhis not established for deposits, and have little 
tangible secu rity to offer for them; they do, however, in some 
cases obtain 'deposits, but these are usually either the money 
of the directiOrs or of a few personal friends; they are not tfco 
deposits of / the public {see ‘Nidhis,' ‘deposits,! and 
Nidhis A and B 

Nor is there in this country that mass of middle-class 
investom, or of salaried artisans and others who foim. the 
small investment-holders of Europe and England. There is 
a great deal of hoarded ctipital in country, but being 
chiefly lairal, it will be attraofcy^ slowly, although Yillage 



will attract moro rea.dily than large outside 
' The savings, however, of tAie official and professional classes 
are considorablo, and now that Govsrnmsiit paper yield 
only 31 per cent., banks known to the investors, in whose 
directors they have confidonoe, and which offer 5 or 6 per 
cent, to investors, will probably attract eoneiderahle sums. 
There is no doubt, moreover, that if 6 per cent, can be 
obtained, the funds of many so-called money-lenders, that is, 
of persons who now lend out money, not necessarily on 
usury, will flow into the hanks. 

It is to attract such funds that the guare,ntee offered' by 
the share capital must be oonsiderable in quality; the capital 
of the itidhis is the feeblest possible guarantee, for it is 
largely paid up and all invested in loans of indeterminate 
value, while there is «o reserve ; an ordinary share capital, 
either wholly paid up and part investod in first-class seo% 
rities, or only partly paid itp and part retained as an 
inalienable and unplcdgable reserve is better; the same, with 
the American plan of a further liability of shareholders in 
addition to the proportionate to the value of their shares—a 
plan not vorj' dissimilar from that of a share capital limited 
by guarantee, as in the Oompaaies Act—, is a still better 
.guarantee for the attraction of investments; O'tid where, as 
should be made obligatory by law, a strong reserve is 
formed and invested only in first-class securities, there is 
every ordiaarj’ guarantee for capital, in the ahsenee of tlipA 
unlimited liability which is made the kcj^^'yhe of the 
Gerffian Co-operative societies. 

SeaU siilwnh'ons.-—It may, however, be advmblo, possib!^ 
netissary, for Government at first to assist tlie miisoeijt banks 
eithei by subvention or guarantee. Tho subvention may bo 
either assistance in working capital, or a merb, guarantee 
fund, to he placed as an inalienable reserve at the credit o' 
tbe bank, or it inay bo both, as in the Swedish Mortga^ 
Bank. 

Subventions are extremely rare in Europe, and those 
banks which formerly optMed them as initial aids to 





usually because they were originated by simple 
■axeoative order, are not now favoured in this way: the Land. 
Banks of Prussia have no State subventions. Nevertheless, 
some such aid may not bo undesirable; it was thought 
. necessary ta assist the Prenoh ‘ 0r4d.it Fonoier’in this way, 
.. it iias been asserted by M. Ohristophlo that the Oompany 
Buirmounted its initial difficulties by this aid; similarly, 
f^iiiall initial subventions are bcoasioaally given in Austria 
• to Raiffeisen village banks, and in Switaerland to societies 
; , for providing agricultural cattle. In this Presidency the , 
, subvention would serve not merely as an assistance but as a 

ggg.,: It is recommended that Government should allow to 
'i?'* societies small subventions not excee<img Rs. 100 ior initial 
■ expenses repayable without interest in a period not exceed- ■ 
ing three years; the Commissioner should ba empowered tp 
grant suoji spms. Subventions may also be granted as a 
.; reserve, not exoeedihg 26' per bent, of the paid-up capital, 
but as cash would uot, in suoh cases, be handed over assist- 
ance in the form of a guarantee would serve the same 
purpose. It is not recommended that the State should 
ordinarily grant /arye subventions as working capital; the 
pi'actioe would require immense sums annually, would 
encourage unsound working-, careless lending and easy 
spending, would militate against the doctrine of solf-help, 
discourage thrift and the collection of idle hoards, foster the' 
idea, already too prevalent, that the State is to be res¬ 
ponsible for the prosperity and the misfortunes of the people, 
and place the State in the politically objectionable position 
of general creditor. 

But there appears no ob jection to moderate peouniary aid, 

especially in rhe early stages of operation, the State might 
subscribe a certain number of founders’ shares, or purchase 
a proportion of the debentures, with the proviso that such 
advances should be gradually paid off within a given period; 
all money should be lent at full business rates, with every . 



/item for Interest, iiisuraaoe, cost of Bupervision, lo^s of or 
■ by borrowing, profit, &c., duly included* The repayment 
ahould be provided as a Srwt charge from profits after ^ the 
provision for a general reserve, and should take precedence 
of even the payments of interest upon the memhers^ share 
capital; or such shores may bo sold to piivate persons 
attracted by the interest offered. It should b6 made a 
condition of Government subvention that ordinary shares 
should be under subscription to at least twice or thrice the 
miOunt of the subvention, and that Government should 
have not merely the right of inspection of the bank's 
alMrs, but of nominating a proportion of the directors or 
committee of supervision. 

The cost and risk to Government would be practically nih 
If the maximum term of such loans of Ks. 2,000 bo ten 
years, then, if as many as 1,000 new banks are started each 
year, the maximum aggregate out on loan in any one year 
would be 200 lakhs or 20 lakhs per annum; if repayable, 
as would he the general rule, by gradual amorti^iation, : lOO 
laklis would meet the whole demand, since payments out 
would be met from repayments. As the average loan would 
probably not exceed Es. 1,000, fifty lakhs would probably 
suffice. 

Fifty In-lt hH or even 100 lakhs on lojin are a trifle; nearly 
the former amount was recently lent witbia three years 
under the Laud Improvement Aot. Moreover, ns Govern¬ 
ment can borrow at f3| per cent., and ed hyjMlmi, at 

6 per cent., the differetioe—2| lalchs on 100 lakhs—will 
provide not only the cost of ryapervision, &o., but a 
contribution towards an insurance fund. 

8uoh loans would, however, be perfectly secure, for, espe¬ 
cially in the form of debentures, they would bo first charges 
upon the whole capital and assets of a bank, including the 
whole mass of loans due to the bank. The State hahitrrally 
grants loans under the Land Improvement and Agricul¬ 
turists Loans Acts; those loans are secured only by the assets 
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'ik paxiioalar individual or by a particular investtnent or 
operation; in lending to banks State is secured by a 
definite and publicly known capilil^ by a roaervc, by %o 
mass of iuyestmentfi and operations. In lending to an indi¬ 
vidual it is most difficult for tbe State tb ascertain the true 
loan value of a given plot of ground; it is the borrowor^s 
interest to get as large a loan as possible on the smallest 
possible eeoriity. In leuding to a bank/the State lends on 
a mass of loans on which the bank has made or will make 
all the detailed enquiries, and in which the bank, for its own 
. safety and from its own local knowledge, will have avoided 
. advances beyond the real loaii value, provided always that 
the bank is dependent mainly on resources derived from the 
funds of its members and dei)ositors, and not on the Govern¬ 
ment subventions Moreover, State subventions imply Stato 
supervision, which may, in addition to that exercised by the 
Commissioner as a goneral duty, be provided by the appoint¬ 
ment of directors or members of the committee of snporviBion 
on behalf of Government. Further the Stete. will certainly 
set aside annually in its books from the interest received on 
its loans a contribution to ^ insurance/ from which fund it 
can meet any losses, while the draft bill provides for a special 
publio insurance fund to which all banks may be compelled 
to contribute, and on ivhich the State subvention would be a 


Similar subventions may be granted from time to time 
when necessary either to develop a useful class of operations, 
or in times of seasonal stress when the State would other¬ 
wise endeavour to lend to individuals for improvements or 
under the Agiioulturists Loans Act. The difficulty o£ 
ascertaining and appraising, t.t such latter time, the security 
offered by thousands of candidates, is well known; it would, 
though considerable, be infinitely less in londing to going 
banks of proved status with a respootable clientele. 

It should be a departmental rule that the funds from which 
Government proposes to grant subventions, should be a fixed 
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^ sum, at the disposal of the Commissioner, and devoted solely 
and continuously to that end; all payments out should 
proceed from the fund, and all repayments should be uni vers- 
ally ro-orodifed to it, together with all interest. Moreover, 
^ difference between the cost of borrowing at 3|- per cent., 
\ ' tho and the interest received, viz., 6 per cent*, should, on due 
oaloulation, bo allotted to tho several heads, viz., cost of 
borrowing and loss of credit, cost of supervison, insurance* 
and profit; the sums received should bo regularly and oontfe 
■ Tiuoudy ledgered under these heads, so that Coyernment 
could ascertain in a few years whether its operations were 
resulting in loss or gain the State, and adjust its rates 
aocordingly; probably the 2^ per ceiifc. difference would be 
. found more than ample as banks develop.^ Thc^ accounts 
should bo placed under the control of the Accountant- 

General ill the usnal way. 

A State guarantee may be given either by way of guaran^ 
teeing a lainimtim interest on tlie shares, debenturoa oi 
deposits of the bank, or by gnaranteeing tke engagements 
of the bank up to any fixed sum or proportion. If interest 

ia guaranteed, it should be provided that any ohoi'ge thereby 
inourred by the State should be an absolutely first charge 
-upon all imhsequerit net profits until full recovery, nor 
should any dividend to shareholders or, honoraria to directors 
• he payable until suofa satisfaction, while in case of liquidation 
the State debt should take precedence of all others. 'With" 
ont'^such preoantion there would he a direct encouragement 
to slovenly business and immense probable losses to the 
State. 

Asa guarantee for the engagements of the bank tho State 
would he liable only in case of liquidation and to the amount 
fixed in its agreement. This method of guarantee need be 
little dangerous; the provisions proposed for general super¬ 
vision, supplemented by those for the representation of 
Government on the directorate of the bank, will pievent any 
great risk of serious loss, while it will bo easy to charge a 




-small percentage as ‘ insurance/ usually by requiring the 
bank to siibscribe to a public insurance fund as a condition 
of the guarantee. There can be no doubt but that a gua¬ 
rantee up to .10 per cent.—with a fixed maximum—of the 
amount of the bank’s capital including debentures or deposits, 
would attract money freely from the public; it would be 
regarded as a quasi-State bank, under; the patronage of 
G-overnment, while, asamattor of fact, the 10 percent, cover 
■would suffice in any decently-managed bank, and under the 
proposed supervision, to cover any mai'gin between the 
value of the loans and other assets, and the value of the 
liabilities. ■ 

Isrevertheless, the assistance of Government, whether by 
guarantee or by subvention, should avowedly be temporary or 
occasional; State nursing is in general only allowahlo in the 
infancy of institutions, and seeing that self-help is of the 
essence of the proposed banks, extraneous aid, however 
popularly demanded, should be gradually withdrawn at the 
earliest possible dates. Such withdrawal should be^hastened 
by provision in the law for the rapid end compulsory forma¬ 
tion of a substantial reserve ; this should be a first charge or 
a share of the profits after paying working expenses, until 
the reserve reaches a sulfioient proportion of the liabilities, 
varying according to the class of ins'titution. The matter of 
compulsory reserves has been dealt with in the chapter on 
‘ Lav? ’ and in the draft bill. 

Special There are, however, two forms of reserve 

requiring special mention; one a reserve belonging to the 
bank, from which may bo recouped any losses due to the 
failure of improvemeuts, the other a public guarantee fund 
formed by the State from p'o raid contributions from each 
bank. 

The first is intended to meet a well-known difficulty } a 
ryot wishes to dig a well but is deterred by the chance that 
he will meet no spring, or he digs the well and finds it, a 
failure ; or be plants an orchard and finds the soil saline ; in 



^Uch, casea lie is usually a ruined maTi, and both he and his^ 
neighbours are disoouraged from thrift and euteiprise by 
. the'loss. If ho borrows from a raoney-lander, he must, of 
■ course, pay his dues or be sold up ; if he borrows from 
baak, it cannot forego the loan ; even Gor’ernment oannot 
and does not do that. But by tiio'simple plan of iasnrancs?, 
a fund may be formed-from which the lost capital may be 
replaced, so that the bank oanf >rego repaymont and write off 
the loan. If, each borrowing member pays a smlll percen¬ 
tage on his loan, varying from a very small coatribntion for 
ordinary loans to a larger one for land improvement loans, 
this reserve could readily be formed. 

The second reserve is probably novel in praotloe, but has 
been recommended in banking proposals in tbe IJoited 
States and is believed to be a project of President Oleveland. 
This guarantee fund is a State reserve which is to be formed 
by an obligatory confiribution from every bank in operation; 
the funds are to be invested in Government securities in the 
name of the Ccmmissioner, and aocurnnlate k eompoand 
interest. Prom this reserve will be met all losses caused to 
Government by the faiioi'e of banks whoih have received a 
Government subvention or guarantee, as also all losses caused 
to creditors in the matter of deposits and debentures. Under 
the snperviaion and under the= new law now proposed, it 
is believed that there will bo comparatively few failures, and 
that a very moderate contribution from each bank will 
provide a fund which, in a few years, will be powerful enough' 
to secure both the State and the public agaiust all losses ; 
this will place the banks iu a very secure position and one 
eminently calculated to attract public money. 

Borrowed funds —^The methods of borrowed oapital, viz,, 
that derived from deposits and debentures, are sufBoientiy 
dealt with in the chapter on ‘ Law,’ in the droit bill and 
ptfssiM in this appendix. 

A method of linauoing long-term loans in small looal' 
banks which have no wide market for their debentures" 




It has been found possible in Europe to 
establish central banks for the sole purposes of accepting the 
debentures of the small banks and issuing to the small banks 
an equivalent of central debentures. In this way it is 
sought to satisfy the conditions of cheapness and proximity ; 

the central bank, though it cannot asoertam the position of 

potty, individual borrowers at a distance, can, by its 
examiners, easily ascertain the general solvency and oapaoity 
of a local bank ; it can, therefore, lend with fair safety on the 
paper of snob bank, while its own ore#,’n)a 80 d on its large 

guarantee capital and reserve, and published balance sheets* 

enables its own dobentiu'es to bo placed at the cheapest possi¬ 
ble rates upon the money markets of the great cities.^ On 
the other hand, the small local bank though, by its insigni¬ 
ficance, it cannot place its paper, however well seonred, on 
the best terms, is able to deal safely and in detail with its 
individual borrowers. Hence the small bank when it effects its 
loans, however small, issues against them its own debentures, 
which it despatches to the central bank with the papers of 
tbo loans ; the central bank on examining these papers, isauesi 
if satisfied, its own debentures against the debentures and 
loan deeds of the local bank which it retains in its possession j 
all that the local bank has to do is to sell the central bank 
debentures and recoup itself for the funds adyanoed to its 
borrowers. 

The method is, of course, similar to that adopted for 
short-tarm loans upon HlLs; tbo small bank discounts the 
bill of the borrower after aooeptanoe by him and by Ms 
sureties drawers in case of need’) endorses it, and negotiates 
it with some other bank, and thus replaces itself in 
funds. 

While it is impossjjile to start such a banks until the local 
bank shall fij^sthave come into being, it is not impossible that 
large existing banks may find it within their power to accept 
this role: small woU-seoured village banks with properly 
•nvested guarantee, capital and reserves possibly with a 



ilovemtnmt subvontion or partial guarantee, bertainly wit 
SOIA6 degree oi careful supervision, skniU be able to oominaDd 

good credit with tbe Madras Bank, as do the Popular Banks of 
Italy with tho Banka of Naples andSioilj, or with the Savings 
banks ; the Bank would proddo examiners to see to the 
genuineness and security of the original loans granted By the 
small Bank, cud to tBe steady amortization of the loans, and 
to the proportionate withdrawal of dobenturea : there would 
bo an incessant eiaux of Binall debehturea from the Bank, an 
influx of repaymettts (jO the small bank, with a oons'equeut 
reduction of its debts to tbe Bank and a corresponding 


withdrawal of the Bank’s debentures. ^ 

If the Madras Bank cannot undertake this operation, dt 


might, tb a oortaiu extent, be undertaken by Government 
until such time as a central bank could bofoniied for the 
purpose. But since the Madras Bank oati, through it© local 
branches with their sol veuoy registers (oasWlettoV, lend to 
individual borrowers,it cannoi Be impoSBiWe for them t$ 
deni with societies of carefully seeurad capital, and well 
]adged loaii3. . t i 

ar6’ su05x^.f'^:b,tly aisoussed in the chapter 

on 'Law,’ and, tis proposed, are .entered in the several 
ohapiei8 of the draft bill* ± 

i» dealt with m the chapter on 
‘ Law ; ’ all that need be hero pomted out is the necessity 
for economv. If village banks are to be a success, if the 
principle of co-operation is to bo developed. «ot otily^ mus 
Lge Moss and expensive establishments be abandoned bu 
the administration must largely become gratuitous. One of 
the most striking points about the various popular banks and 
societies of Europe and America is the cheap or gratuitous 

administration. * „ i i t 

As regards the directors and managers, the groat mutnai 
Land Banks of Prussia were originally administered almost, 
if not quite gratuitously, and at this day the honoraria and 
fees are extremely low; the duties of members are considered- 
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j^)r©-'tb>n’ rights to fees. A cardinal principle of the, 

Bwffeisen hanlcs is ahsolute gratuitonsuoss of adci-inietration ; 
the Italian Savings Banks are managod. by committees of 
trustees, who not merely give their sorvicea grirtuitously, hut 
run al! the risks of loss and subscribe a guarantee fund 
•without a penny of remuneration ; the directors of the Milan 
Savings Bank, dealing in deposits and mvestmenta by nailli- 
cns sterling, receive absolutely nothing for their delicate end 
difhoiilt services 5 -the fonndation principle of the great 
English Trustee Savings banks is similar;. ; in America, the 
Building Societies, at least of the' small local type, are usually 
raanaged, even to a large share of the account and clei’ical 
work, by unpaid directors. Wherever the true eo-operativo 
principle is found, there is also found gratuitous or nearly 
gratuitous manag'iraont; where the joint stock principle is 
admitted, the stipends of direotors become a leading- feature 
in the accounts. Tet those who know the history of the 
insdtuiious mentioned above, will not venture’ td say that 
they ar-e the worse managed, boeause they are gratuitously 
managed ; mistakes, negligeneeB, fraud have occurred, but on 
no greater scale, to say t&e least, probably on a muoh smaller 
scale, than in the dividend earning sooietios: The point has 
been dealt with in the chapter on'Nidhis’iu which the 
desire for dividends is killing out the original oo-operati've 
ideas ; it is not fcierely a question of economy but of radical 
principle. 

As regards estahlithment, common sense suggests that 
petty Booieties, striiggling to extend small and cheap credit to 
their members, should economize to the utmost in otHoes end 
establishments, in America the IOO 0 I Building societies will 
hire the, use of a room once a week, where the directors will 
meat, and, after disoussing their subjects, enter upon the 
public husinoss of the society ; much of the work is done by 
%emsclves, three or four or perhaps a doKen direotors taking 
onthly or quarterly turns ; they receive the morioy, enter 
i the accounts, receive applications for and iss^ue loans. 






so fortli; only tie ordinary olerical work is doifM)^ 
paid clerk, wlio is usually a man in other bueinoss, willing to 
give Ms spare time for some modest remuneration. In this 
w'ay a society with only a few thousand dollars in shares, 
and one or two hundred memhers, oan he.managed almost 
without expense. In Germany and Italy the same thing is 
fonM ; the use of the village hall (ch^vadi or union office) 
is hired or obtained for weekly or fortnightlymeeting'; 

the work is done by the directors with the aid of the Tillage 
secretary (karnam) ; the whole expenses are a few francs 

per amnim. , ,, •,. / 

The contrast with Indian habits is, remarkable ; d a 
little society in this Presidency is staited, whether a Nidhi 
(sec the chapter on ‘ Nidhis ’) or a literary or recreation dub, 
the first thing is todngiige a clerk and the next, a peon, and 
even though it may largbly exist bn oharitable donations, 
Bs. 15 per month are spent on serviOea which are unnecessary 
and could be rendered by the members with slight attention. 
Establishment, an office, and directors’ honoraria are the 
ppparont objects of many societies whatever the articles may 
put forward as the aims of the sdoloty. The village bank 
should borrow a roOm or hire It for cocssionai use ; the 
karnam or schoolmaster Or some other official should he 
paid a modest fee for occasional servioes the directors 
should he oontent, as in Europe and A.menca, ,with fees, if 
any, of the most modest description. It is recommended 
that village hanks should be taught to place economy in the 
forefront of their principles. 

Xoans—On this subject there is not much to Be repom- 
mended; coitain precautions vvhiphut is desirable should ;be 
entered in the law are mentioned in the draft bill; modes 
of reoovory and other piivileges are also entered both in 
the chapter on ‘ Law ' and in the draft bill. A few words 
aw necessary on tbe period, interest, and repayment of loans 

PeriVh^The cardinal'sin of most mortgage loans in th 
■ country is not the high interest hut the short term ; not o 


177 



177 

of a mortgage great, but it is prepostei-ous 
improvement, for tbepurchaso ofknd, 
the biiildine of n bouse, the education of a son, should be 
made repayaUo 6n demand or in from one to three years, or 

1 -v V 14 * 4 ^ purchase of cattle, iron ploughs, and the 

®^euld be ^^oandable 'itv o i 

r, V , ... a year or at any moment. 

CapW,™fc.n .Wl^ovomanteop i„ . 

b..-^k«d fromaoppa..„,,„,H of 

Md Io«» .hoald tarforop^, f„ 

fi-om tta» to ttut,- OP mo. u,o kte pppM i, 

r^So^od V ke tad Loprovop ,j ^ 

.t, m oontmont.1 Eupop, the tom > moptKooe. 

m., POP to »vm(,-(l,6 o. 

mortgagea are contracted for terms muchN.,. .r,, 

thougli often repaid at earlier dates, 

the average term of mortgage witliout possessio- 

two and throe years, and though such mortgagee arc^, , . 

renewable, yet the renewal costs at least the 

tbo fresh document and registration, and Tjrobahlj haK 

^erms. 

Private money-lenders cannot :i9ually grant long terms; 
it is only banks that can grant this facility, and only village 
banks on the Raiffeisen principle find themselv es able to 
grant loans up to ten and even twenty years. That is not 
quite Buffioipt, but Raiffeisen bants are not constituted as 
land mortgage but as Agricultoal Credit banks; for longer 
terms there should be a land mortgage branch with different 
arrangements, 

JlepaymeiiL—Almost more important than the period is 
the method of repayment. Since capital sunk in improve¬ 
ments or stock con only be replaced from annual profits, 
repayment ought to follow the same rule; hence repayment 
should be in instalments for all loans, except those taken for 
merely current needs, such as maintenance, seed, crop, 
expenses, &o. That is precisely what a private capitalist 
will not ordinarily do; ho will indeed, especially under the 






fc X : to its lowest point; it is more important to 

B@ ? ianiiS on a secure footing by estabiisbing a solid 

than to cause a rush o£ business wWob could not, 

0 Aa,ps, be financed, at the very beginning. With a sub- 
®V, .stantial reserve capital aviUbe attracted both on account of 

the material guarantee thus provided, and hy reason of the 

&IP'. moral guarantee that the hank is being conducted prudently; 

deposits and capital are attracted business can be extendeo, 
4;;< credit gradually cheapened, and the reserve still further 

augmented. Nor is it quite wise to make cieditj^o cheap at 
first; borrowers must learn the use of credit and the value of 
foresight before capital is made too cheap. Tho German and 
Italian Banks began with fairly high rates md reduced 
them as bmuness established itself and profits were found to 
. be unnecessarily high. It is to he remembered that in 
dealing with a hank, all that is demanded of a borrower is 
i . the'plain interest entered in his contract; his payments are 

• rigidly credited to him, with due counter-interest in the 

. in'^alment plan, and no effort is made to entangle or 

defraud him; stiU more so is this the case when he is a 
S ': member of a co-operative society which not only endeavours 






h but returns all stirplus profits to him^ and not . 
^ to eliareholdera. When, however, the creditor is a money¬ 
lender whose private accounts are often the only evidenoo 
of the loan, its amount, and the repayments, when rouewaJs, 
often promoted by the lender, are frequently on iinn eoesaarily 
high terms, and whore there are unexpressed commissions, 
deductions and duos or duties expected, the more interest ia 
but a pp^rt of the real burden. Hence 8 per cent, by a bank , 
will, often be loss than half the burden of a money-lender^s 
12 per cent. 

It is probable that at first there simuld be at least a 2 per 
cent, margin between the cost of money to a bank, and j;be 
coat to borrowers ; if a bank can borrow^ at 5 or 6 per cent., 
its loans should cost 7 oxr S per cent, to borrowers. When 
banks are really village banks, and specially when they 
are co-operative, this margin should suffice for working 
expenses. Assuming Qovei-ament interest to be per cent., 
with 2 per cent, addition for insurance, cost of borrowing, 
pi'ofit, supervision and other expenses, 5^ per cent-should 
cover the cost of a Government subvention ; interest at 
pies per rupee per month, or 7-|p|- per cent, per annum should 
sulfioe for the cost of loans to the borrower; if deposits are 
paid at the rate of 1 pie per rupee per month, or 6^ per cent, 
per annum, loans should at first cost not more than 1| or 
1-^ pies per rupee per mensem, e.c., 8f or Of per cent, per 
annum; these rates both for deposits and loans would 
probably bo reduced as profits and a reserve accumulate, and 
as deposits attain volume. Ordinarily, per cent, margin 
between the cost of money to a bank and that of its loans to 
its borrowers, should amply suffice so soon as the bank has 
established a position of security through its reserves: if 
the bank is laxge with mimerous operations, it has largo 
expenses ; if it is small, its expenses are or should be trifling, 
but so is its income; hence the margin must be siinilar 
whether the bank is largo or small. But the small bank is 
more likely than the large bank to be co-operative, in which 
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^86 all surplus profits return to the memhers, t.«j 
hori’owers. 

, Sujmwi&n .—^This has been Mly dealt .nth in the chapter 
on‘Law,’ and in the draft bill. There is no ground for 
fearing that with the supervision proposed, the Government 
' will bo required to take the whole oversight of the manage¬ 
ment and administration of the societies, as supposed in a 
recent debate upon certain proposals to amend the Companies 
Act; the supervision Ls not more than that \rndertaken in 
the various countries of the West, including England and 
the United States, where, as elsewhere pointed out in detail 
{gee chapter on ‘T.<aw’ and the appendix i)a!888«»), a very great 
amount of supervision is expressly provided by law, and is 
continually on the increase. 

The whole purport of this study has been, to suggest 
self-ltclp and mauagement so far os is possible, but this is 
not necessai ily procured by leaving societies to themselves; 
that may merely mean leaving swindlers to jwey upon the 
ignorant, the well meaning hut untaught to blunder into 
bankruptcy, the growth of distrust in association, the failure 
to supply rural banting credit of the best or of any types. 
It is not the duty of Goverument to see that companies are 
so managed as to return respectable dividends, but it ?« their 
duty to see that no removable hindrance shall debar the 
sliareholders from obtaining their legitimate profits or the 
members from attaining the Ml benefits of association, 
further, the objects of rural credit societies are, eminently, 
not the mere earning of dividends, hut the development 
of the nationally requisite principles of thrift, providence, 
productive accumulation and distribution, the benefits of 
association, the development of industries and especially of 
agriculture. It is believed that State supervisioa is not 
only universal, but universally necessary when such are the 
objects in view; it is not interference in the affairs of the 
■ hanks or a placing of societies in leading strings, but the 
fostering and safe-guarding of such conditions as shall favour 




and spontaneous development; it is far from that 
braeaucratio iutermoddling auoh as is desoribed in tbo Times 
- of January 16th, 1895, in regard to Eussia, where “banks 
are not allowed to manage their own affairs, but have to 
lend their funds only for such purposes as are approved by 

thITr* ” ’I" On the contrary, 

this study presses to provide what is weU expressed in 

^.alxan, VIZ., the Vigilanza' not the ‘ ingerenza governativa,' 
watohixxlnees not intermeddling. 

Such supervision is universal; even in England and as 
lygards oommercial companies, supervision, or at least a legal 

check upon fraudulent promotion and management, is pL 

vided by law, and is being sought in a considerable dcLe 

on Continental lanes; still more so in the case of insnranco 

and banking ^oioties, and in a much greater and inoroasing 
desree whom tlio insf _i_. xr -n, , 


degme whein the institution of popular tlirift and providencf 
are concamed. Where the West finds such supervision 
desirable and necessary, the East must not shrink from a 
moderate participation in it. 

Under this head comes the question of audit; it is impossi¬ 
ble in a mere general study to lay down the principles of a 
proper audit the methods in which it should be carried 
out; it may suffice to say that at fii-st the system of Govern- 
mon. examiners or inspectors under the commissioner is 
recommended, as is usual in the laws of the United PMcu 

operarive banks. As a body of auditors is formed by 

experience, especially in towns, the Government inspection 

Zn -f National banks of 

the United States are tuoroughly kept urffier the inspection of 

the CompkoUer by means of his examintfs, notwithstanding 
Fivate audit by the banks, and it is expressly dai^ned by hf 
Oomptroller thnt it is through his examiners that deparLes 
worn sound oanking are discovered and prevented, ciopera. 

wluon will be the provision of proper inspection and audft 



lleBuni^ of EeeommencfaHom,^--'It 18 suggestedf thob; that 
there is no real obBtaole in the way of establishing hanhs, 
it is the part of the State to assist their progress by smooth-' 
ing the road and by lenrling a helping hand; aider d fairs. 
.^rather than lamerfaire. For the pui-poses of general oredit 
it is not large or central banks that are wanted, for petty 
individual credit would be impossible tlirough paid agents; 
the smallness of the loans requhed aad their universality, 
demand local village banks, whether of the joint stock or 
co-operative pattern ; preferable the latter. There are indeed 
. difSoulties to be got over; the social difficulties arising fron^i 
the habits of the people are the most serious; commercial 
and financial difficulties are not serious in the case of village 
banks; fiscal are light and can be alleviated ; legal are pro¬ 
vided for in the draft bill. For these banks the prolimlnarjr 
essential is the icutiative of men of devotion, knowledge and 
perseverance, who will both preach the idea and puit it into 
actual practice; village odruiaistrators will not be fouiid 
wanting as shown by the success of Niduis in villages or 
small towns, and by the habitual ease with which village 
administration is carried on ; capital will probably flow in, 
at first slowly, afterwards more rapidly, if the banks are 
thoroughly local so as to encourage local deposits, and it they 
are provided from the outside with a guarantee of reserv'^ 
capital followed by the accumulation of a reserve; in this 
matter the assistance of aovernment with suhvtmtioiis for 
initial and early working expenseMnd a reserve, or with a 
guarantee, will be advantageous; with this capital loans of 
long and short term with special facilities for easy repayment 
may be granted, at a rate of interest not necessarily very low 
but tborougbly oquitahle, and capable of gradual reduction, as 
the bank gains experionco and stability. A certain amount 
of external supoiwision, not amounting to intorferenca or 
control, but tutelary and preventive, should be provided, at 
fiirst by Government, followed by a partial withdrawal from 
such supervision as the banks provide, through ITnions or 



Jh#.wise, the means of self-inspeotioa. The admimstrafcioa 
be as nearly gratuitous as possible, in order not merely 
to enhance the pecuniary profits of the bank and to cheapen 
loans, but to ensure the deyelopment of the oo-operatiro idea 
of friendly, mutual help. To those village banks and 
especially to those of the co-operative type, privileges may be 

nsouilly granted, especially in the method of the safety and 

recovery of debts, and—in the od-operative banks—in the 
exemption of certain amouafs from Court process and in the 
provision for provident nominations to shares or deposits. 

bor all details the provisions of the draft bill mav ba 
consulted, ^ .X uy 

Village banks, with cheap or gi-atuitous administration 
co-operative in principle, financed by deposits and debenture! 
secured upon the capital, roaerve, and loans, granting long- 
eim mortgage credit, repayable by amortizatioaj sis well as 
current short-term loans on personal credit, with external 

Bjipemsion as an eqmvalent for certain privileges, are the 

ohiot desiderata of the Presidency, To these may. be added 
village granaries for lending and receiving in kind, as well 
51 S small village joint stock banks, savings banks, agrioultural 
associations, and co-operative societies other than banks 
while the larger classes of banks whether taluk or district 
may find useful spheres of operation. All co-operative banka 
should bo licked in groups to a centranJnioc, while for 
financial purposes, all banks should bo affiliated' to one or 
more central banks, such as the Madras Bank, which would 
issue readily marketable debentures in place of the local 

banks debentures, and would re-disoount theii’ endorsed 
bills* 

The ViLEAGE Bank. 

The bank might be either co-operative or joint stock • its 
objects should be distinotly stated,~s.sr., that of providing 
thnft and credit,-and its area of operation presoribecL 
In either form u would he “limited by shares,” either in the 



usual Koceptauoe of the word or with the wider meaui&l" 
proposed in the draft hill; it would be open, of courso, 
to make the hank unlimited as in Europe or limited by 
g\iarantee, as by the Oompanies Aot. 

The caiutal should consist of a moderate number of small 
shares, perhaps from 100 to 1,000 of Es, 10 eaoh, with a 
that 13.0 member should hold more than one-twentieth 
The instalments by which the shares 
.bed by the artioles, care 
agriotiltural inoomes, 
joint stock banks 
■opei-ative banks 
detenained. by the articles, 


proviso 

of the whole number, 
should be paid up'should be presoc 
being taken to suit the conditions of ag 
Ordinary shares should boar interest; in ; 
this would take the form of dividends ; in co- 
only moderate fixed interest, as 
should be allowed. 

Shares should be subscribed in full for a joint stock bank; 
for & co-operative bank this is not necessary, as the bank 
consists of members not of shares. A certain proportion 
should at once be paid up } probably one-fourth to one-half 
in the case of joint stock banks. If shares are not largely 
subscribed and partly paid up in a co-operative bank, it wUl 
be necessary to resort to founders shares in order to obtain 
capital at the start, since, under the limited liability systems 
there will, in the absence of a considerable subscribed capital, 
be no Buffioient guarantee for the deposits. The proceeds of 
the founders’ shares may bo used as working or, preferably, 
as guarantee capital. PtovLsion should therefore be made 
for founders' or guarantee shares of, say, Rs. 100 each, bear- 
inof a fixed interest of about 6 per cent, and not withdrawable 
blit transferable. If the founders’ shai'es are only used as a 
guarantee, they need not be paid up in full; only a portion 
must be paid in cash and the other portion in bond, 
which may be cashed at need; or instead of shares the 

‘ founders ’ may guarantee a cash credit with a bank upon 

which the bank may draw and make repayments as 
convenient; in both these cases interest would only be due 
by the bonk on the cash payments or drawings. 


is found possible to obtain a GoTommeut subvontioa 
1 or%uarantoe 5 tills may be nsed as a reserve, or as first 
working capital and the share proceeds and deposits for 
subsequent operations. In any case, the beginnings must 
and will be slow. 

A reserve should bo compulsory, and formed ‘ from the 
beginning by a pexoentage, say, 10 or 20 per cent, taken, 
from the profits before any dividend is announced ; in the 
case of co-operative banks allowing only fked interest on the 
shares, a further allotment should be made to the reserve, 
to which also should be paid all entrance fees, and any 
commifisioi^^peoialiy intended for the reserve. There might 
be special reserves, especially for the insurance of borrowers 
against failures of their improvements ; these would be filled 
by special oontributions or by the allocation of surplus 
profits. . 

. 3i&mhrs .—A member should only be admitted upon the 
^decision ^of an entrance eommitteo (directors or others) with 
appeal to a general meeting in carie of ref usal. If elected, 
he should sign a declaration that he will abido by the rules 
of the society; his name, addresB, and status should be 
^avefully entered in a register, in order that the guarantors 
of the sooiety, whether Grovernment or other, may know the 
quality of the components of the society. Election to the 
society k necessary since its safety depends on the oharaoter 
^of its members. Similarly, a member should be liable to 
expulsion in case of bankruptcy, failure in his obligations 
towards the society, or punishment for a serious oifenoe, Jn 
a co-operative bank a member has the power of withdrawal 
at any time on due notice, but such withdrawals will not 
operate to exclude him from liability as laid down in thf» 
Companies Act* No member should be .allow'ecl to have a 
preponderating influence in the society, for which purpose 
the mumber of shares to be held by one ifian should be 
limited, whether in joint stuck or co-operative bankf In 
ease of co-operative societies it should be provided bj^ law 


tiiftt Bubeoriptions or ilepoatts up to a oortaio modejrata 
amount sb-ould be exempt from Gowrnmenl or Ooiij't 
prooese, except for sams due to the aooiety itself} also that 
mamhers should have the powr of nominating snocossors 
to such shares or deposits up to a certain amomit; and 
that in case of intestate death., the directors should have 
power to pay such amount to persons adjudged by them to 
be heirs, failing Court inj unction to the contrary. (See draft 
bill which is based on English provisions in oo-6perativet 
and benefit societies and Savings banks.) These latter 
privileges are not proposed for ordinary joint stock banks 
which are simply trading oonoerns, looking t<^ the profits 
of shareholders which are derived from third parties, 
namely, the borrowers, whcre.as in a co-operative; society 
it is the members who are themselves borrowers, aotuai or 
potentifd. • ' - 

Holders of iouudera' shares or guarantors should, ipso facto, 
be members. 

General Meeting. —Every shareholder or member should 
have the right of vote; in a joint stock sooiety the individual* 
(one man one vote) or the stock v6te (one share one vote) 
system may bo adopted; in a co-operative society either the 
individual vote or a limited number of votes should bo the 
rule, in order to keep the society an asspoiatiou of men 
and not of money, and to keep each member interoated in the • 
society. For this latter purpose a small find may, as in- 
Europe, be imposed on members who, without good excuse, 
omit to attend the general meeting. Proper rules should bo - 
made for quorum, subjects, and powers of thd meeting, and 
for the calling of extraordinary meetings. 

Provision should also be made for the presence or represen¬ 
tation of depositors and other creditors, who should be 
allowed to sfStd their views but without the power of vote. 
They should be entitled to bring subjects before a genera 
meeting under the usual rules for subjects. 



^Mreclors.—Theie should be a moderate staff of repregoEi 
adti^e men, fully acquainted with the affairs of the Yillagej 
- irtind with tho members of the society. They must have a 
. considerable stake in its well-being, and should be possessed 
of a minimum number of inalienable shares during their 
V term of otnce. It is a question whether they should be 
allowed to borrow from the society; the evils of large borrow- 
, ing by directors as exemplified in the U.S.A. National banks 
; :and in the Nidhis of tins country, have been great; in the 
European societies it is common either to forbid such borrow- 
mg altogether, or to affow it up to a certain moderate amount 
only, and only under strict pmeautions such as the consent 
of a general meeting or of the committee of supervision; the 
latter plan seems most desii-able, since the benefits of credit 
are or sbould no the most valuable of those .attaching to a 
society, They aio usually ■ forbidden also to be sureties for 
other parsons debts except under the same precautions. 
There can, however, be no objection to cre«lit obtained by the' 
pledge of movables. 

^ In the Italian Popular banks and in all Raiffeisen societies, 
m many if not most of the smajl IT,8 A. Building societies 
in the Trustee Savings Banks'of England and Italy, and in 
many others, absolute gratuitousness of service is laid down 
as a nUe of the society. This has been derided as prJZ. 
ous wnon proposed for India, probably because the oritios 
have been misled by the incessant harping uppn. the one 
string of profits. -Whatever rules may be laid down for joint 
stook banks, where, it is true, profits to shareholders and 
honoraria to directors aro the mainspring of action whatever 
the ostensible object of the society, the race after profits is 
but of place in a co-operative society, which should either 
rule out hovioraria altogether or allow only expenses out of 
pocket; this, in a village bank, will be practicaliy and 
hereiu l ies one of the great advantages of petty banks ; in the 
great I^andschaften, although they started with similar ideas, 
they have been forced to allow moderate honoraria and 


dlowanoes because of the diefcancos to be travelled, and t 
oorapulsory and difijcult nature of the duties and enquiries to 
be undertaken* ^ 

The directors should be sufSoiently numerous to undertake 
the executive duties personally; the U.S.A, Buildmg 
sooiotios' plan is to divide the Board into, perhaps, three 
portions, each of whom luidertakes the executive duties by 
short turns, such as the receiving and investigation of appli¬ 
cations for loans, the receipt of subscriptions, and so forth. 
But in a small village bank, this may not bo necessary. 

Rules should bo made for the appointment, powers, and 
duties of directors, and for their removal. The general 
meeting should have power, on due cause shown, to remove 
a director, and such removal should ipso facto reuslt from 
misconduct, &o., such as would give cause for the expulsion 
of a member, as also from the parting with or pledging his 
shares below the required minimam. 

Committee of mpenHsion .—Experience shows- that share¬ 
holders usually take little part in the affairs of a society, and 
it is invariable therefore on the Oontinent to provide by law 
a popular committee whose spaoial duties are to act as 
controllers, inspectors and auditors; The committee ia 
appointed by the general meeting to watch over the interests 
of the shareholders; they hold frequent meetings, examine 
the work done by the directors, and can, for obvious miscon.' 
duct, suspend any or all of the directors, but are then bound 
to summon an extraordinary general meeting* It is their 
special duty to watch over fcho issue of loans and tho security 
taken, to verify the accounts, cash and securities in hand, to 
.examine the balance sheet before it is submitted by the 
directors to the general meeting, and to forward it with their 
remarks to such mooting. No one is allowed to bo a 
member of such committee if related (in Italy in the fourth 
degree) to any of tho directors. In other words, while the 
directors are the immediate executive, the committee of 
supervision is the parliamentary council of control, the 


general in^eeting representing the electoral bo^J* 
least ia the German view of the committee whi 
with in detail in the Code of Commerce and in spec 
co-operative law; in Italy the committee (sindaci) are rath 
internal auditors and examiners than actual controllers. 

Other conmittees .—In the Italian Popular bcalcs it ia us' 
to appoint other committees when the hank develops 
business, such as discount committees, whose special duty 
to keep up the castelletto or register of solvency, and to 
examine with this and other' aids, all applioations for the 
discount of bills; another committee is that of arbitrators 
(pi'obiviri, prud’ hommos) or men of position and trust, to 
whom disputes between the society and its members may he 
referred and who, in the absence of the general meeting, hear 
appeals from the directors’ orders refusing admission, decree¬ 
ing expulsion, rejecting applioations for loans, &o. In a 
village bank these latter committees are not needed. 

Accounts,—It is impossible to prescribe, except in a regular 
manual, proper forms of accounts; for a village bank with 
only a few score of members’ loans and eooounts, the greatest 
simplioity is possible, snob a day-book, personal ledger for 
subscriptions, deposits and loan accounts, receipt or pass 
books for each member, a minute book, a register of seouri- 
fcies, and the like. It is expressly stated in many of the 
Madras Nidhis, that the accounts are on a faulty system and 
extremely complicated, so that, as one auditor of a very large 
fund complained, the auditor was never sure, after the most 
oai-eful examination, whether he had ari'ived at a true balance 
sheet or not. They should bo kept in such a way that the 
amounts payable by each member on each meeting day 
should be known beforehand and placed in an extracted list 
for the information of the directors on duty for the day; this 
•b an important aid to punctuality. 

^ The balance sheet required some care in preparation; it is 
simple enough in form, but the items require careful investi¬ 
gation ; there is a special temptation in joint-stock companies 
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■ reputation of the society by deoiax’.^g profits 

y, ds, and never below that-of the previous year: 
ace tjL. nclusion, us may be seen without trouble, of past 
io debtfe in balance sheets and of interest and payments due 
the society but not yet recovered. This is wholly wrong ; 
ny over-due debts are valueless, some are only good for a 
,*t of their nominal value, yet all appear in the balance 
.eet at their full face value; oases are known to the writer 
where past due loans secured on property so badly appraised 
as to be below the value of the loan, appear as full vnlue 
assets; in some oases absolutely nothing, whether principal or 
interest, has been recovered for yoara. In the draft bill a 
section has been extracted from the New York banking law 
on this point, and in the model articles of the Q-oriuan banks 
there is a provision as follows:^—All unoertain debts miist 
appear in the balaneo shoot only at their probable value, and 
all non-rocoverable debts must be excluded.’^ This ia 
common sense but is apt to be entirely neglected; the result 
may easily be a wholly fictitious dividend, wln:^re there would 
have been a deficit [c/ section 14, Buildicg Societies Act, 
1894* (England) ]. 

It is well to have a balance sheet drawn up at frequent 
intervals by the directors; these should be posted up in tho 
office on each business-day. 

• Audit is a question vv^hich demands attention ; it is not the 
difficulty of tho audit, but the ensuring that ft shall be 
genuine. Glaring instances are common of auditors who 
only sign their names to whatever is put before them on the 
ground that they havo confidence in the directors, as though 
their express duty were not that of ascertaining whether tho 
directors are worthy of confidence and are plaolng true 
accounts before the society ; in boiuo places valuable securi¬ 
ties have been abstracted, but never missed by the auditors, 
while sucli matters as money paid out by the Secretary or 
others without any authorization, are not attended to. It is 
for this reason, that, at first, Government exaininers are 
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SSry; man oi the position of Local Fund anditors will 
'snflioe for tho audit of yiHage co-opcrati^e 

societias doYolop, th.ey wiU organize themselves into uinons 
with union mspeotors for the auditing of accounts and 

examination of affairs, . 

Office busimsk—Vov vlllago hanks it will always he 
possiHo to oonduot this with the minimum of expense, Mos 
villages have a plaoe where tho villagers are ftooustomed to 
transact their business either with the Government officials 
(chavadi, Piliarkovil, Eeddi’s verandah, &o.), or 
places, there is now a Union office j any of 
a public and communal place of resort, snob as tho d-Wt 
will suit. The safe for the temporary custody of proper y 
and cash will ordinarily ho with ® f 

always be an official of the hank, it 

money and valuables are not be tetainod here; ordinal.^, 
S 4ll he paid oat in loans are soon as it recei ved any 
surplus and all valuables on pledge, seounties. 

lodged in tho nearest Governmoiu tre^ury in sis ad^s^ 

ahlo sinos village banks, cannot well . ^3, 

valuables which, however, can be sent by e ► a, 

to ths taluk treasury. . „„r1 tinve 

The methods of hnsiness will be of the simplest and have 

been Buffloiently indicated under ‘ directors, 'O. 

lltnauJffi ,/Mr.-This is a matter from h 

mero audit Of accounts, and is “tended to show whetterjhe 

transactions on which the accounts are based, aro gen 

and safe ; the balance sheet may give the true absa. ^ - 

aocounW the accounts may show correctly the 

payment;; the further question is whether he assets .howa 

in the accounts are of their nominal va ne ^hxs is an 

important matter; many a fund which should have 

has fallen solely because of the dishonesy or 

its appraisers or directors'; a house worth ^ ^ 

valued at lis. 2,000 and a loan granted for Rs. I,o00, ^ 

land valued as though fertile; flimsy jewels as though solid. 





last due debts of no actual worth taken as assets of 


value. So also it is found that dlreotors and their friends 
obfcaia the greater share of the loans; and too often the 
security given is the less, as the position of the borrower in 
tho society or in influence with the directors, is the greater. 

While the honesty and care of the dheotors must bo the 
ohief safeguard of the society, and while the very smallness 
and local character of tho bank must tend to prevent such 
frauds, it is obvious that an outside supervision is advisable. 
This is provided in, the Companies Act by the provision for 
inspectors to be appointed by Government, but this will not 
sufficG as the formalities are too considerable. On the Euro¬ 
pean continent it is partly provided for by the committee of 
supervision who, though members of the society, have 
nothing to do with its management, and are not allowed to 
be related to the direotom. In England a provision for the 
examination of the books of the society is entered in the law 
for co-operative societies; tliis was ineffective and by the 
Acts of 1891 (Savings bonks), 1893 (Co-operatiYo societies), 
1894 (Building societies) larger provision with fewer formal¬ 
ities is made for obtaining such inspections. Similarly in 
the United States it is claimed by the Comptroller of 
National Banks that by his examiners ho is able to detect 
and, still better, to prevent fraud or mismanagement, and 'to 
promote sound business; honest directors welcome tho aid of 
experts, while to the dishonest they are a terror and a check. 

What is necessary in Europe and Amerioa, is not loss 
necessary in India. It is for this purpose that the auditors 
of the commissioners should have power not merely to audit 
the accounts, but to examine and verify the affairs of the • 
bank, to examine and test the securities, and to bring to the 
notice ox tho society as well as of the commission ex any 


irregularities they may find; e.g., had there been such 


examiners, a recent case in which jewels of high value wore 
taken from the safe of an urban Nidhi and feloniously mis¬ 
appropriated for about a year by an official of the society 


wVo had Irregularly obtained possession ol the three keys oil 
the safe, would have been impossible. 

Funds .—Based upon the shaio and guarantee capital, 
actual or sabsoiibed, the working capital should consist of 
funds drawn from the savings of the public whether members 
or others. In 'the abseuoe of unlimited liability by which 
every member pledges the whole of liis property for the 
obligutiuns of the bank, the subsoribed capital must 
take the phico of a guarantee only, nnd the deposits or 
debentures loans must the sources from /wWoh it 
grants oredifc. In Europe the popular and Vilk banks 
usually possess borrowed capital oxi an average in the ratio 
ol three.or four to one of own capital; the older banka prob¬ 
ably have snob capital in a greater ratio. If fair interest 
be offered it is probable that profits will be sufEpiently 
attracted, and f or yillage banks Ibis will probably be more 
oonveiiient than debentures, unless long-term mortgage 
loans are granted freely. jpeposHs.at call should he accept- 
ed only in moderate quantity or vrMi the proviso that they 
should be repayable only as funds become available or—-* 
better — upon notice varying in ratio with the siim with¬ 
drawn. Deposits on fixed term for three mouths and up¬ 
wards should bo the mainstay of village bank, finance ; at; 6 
per cent, interest these should flovv in r^ enough ; the 
Post-office Savings hanks show largely increased deposits 
even at about 5 per cent, 

If the law permits deposit reoaipts to be transferred from 
hand to Imml, they will bo t!:m readilj'' sought after, 
since a depositoi^mneed of mqne^ defore due date could, 
simply eeU his note ‘ this is the principle of the Italian 
**buoni di tesoro delF agriooltura.'’ If it does not so permit 
an addition might be made to the law to that effect. 

It will be well to open a savings branch for each society 
in which any one, member or other, oai\ deposit potty savings 
at any moment, irrespective of his sufasoriptions or dues 
upon loans. It frequently happens that a man finds himself 



ith a little cash in advance of in excess of his duos 
if he is unahle to deposit this ha is apt tp spend it uaeless" 
ly, espeoially if a very small sum such ns two oj four annas. 
If, h.owever, there is a savings branch, he can deposit his^ 
sxuphis and ,i)lo,ce it out of danger. Such savings l^ranoh' 
^houlu be separate from the credit bank, so that outside 

savings may not be endangered by had credit ousiness, biit^ 

would of course be managed in the same office, and probably 
by mostly the same directors. ^ 

.DeJe«h/m.~Tho Ooutiuental Land hank usually finances' 
itself by the issue of mortgage debentures issued against 
other loans ; each loan in fact is in the (lermau system finan-' 
ced bj a debenturo or debentures to the value of the loohf ’ 
and as the mass of loans is repaid, the debentures are paid 
of. The Popular banks do not generally use these deben-' 
tures, but the Loan societies of England and Ireland under 
the Acts of 1843 and 1849 rospieotively, are empowered to' 
issue debentures against their loans of all sorts, a very 
useful provision. The debenture has several advautages 
over deposit receipts ; (1) they may be for extremely small 
sums and may be divided up Into fractions ; for instance 
they may be issued for Es. 32 and divided into four cob- 


cures (sections) of B@. 8 each, on which interest at 6| per 


cent. "; ould . be exactly half a rupee per annum ; deposit 
receipts are usually for larger sums; (2) they are readily 
transferable while deposit receipt is not; (3) they ore first 
mortgages seoured by the whole property and assets-ia- 
olnding the mass of loans., &o.—of the bank, and would take 
rank in liguidation before deposit receipts ; (4) they woidd 
rise above or fall below par according to the statute of tlie 
bank. A currency of small debentnre conprtres would be a 
welcome addition to the oiroulating medium of the country. 
■VVithin the village cr its immediate neighbourhood the dehen» 
tures of the local bank would soon bo accepted as good seouri- 
iies, but to obtain a wider market and therefore to reduce 
their rate of interest they would require the intervention of a 
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; this has beea d salt with ahove^ * borrowed 

Deboatiires in oontiaontai Europe ore usually withdrawn 
by lot ; though issued upon the grant of a particular loan 
they are not secured by that loan only but by the whole 
mass of loans and other assets ; hence they are paid off not 
on the repayment of the particular loan for which they 
were issued but by lot; if they are current below par this 
gives an additional value to them and tends to raise them 
to par, since they are paid off at their face value. It is 
utdawfiil in this country to make them repayable with 
lottery prizes, but it is not illegal or othenviBe objection¬ 
able to make them repayable each with a fixed premium ; 
this is merely the capitalization of deferred interest, 
with the advantage to the creditor of being paid in a 
lump as a bonus, as soon as the debenture is drawn for 
repayment ; the method greatly assists the popularity of tho 
debenture. 

Loans from Q-overnment have also been dealt with above; 
the first working capijtal or a reserve, and a fund for the 
initial expenses might be provided by Government, the 
^formor at full market interest including a charge for in¬ 
surance, costs, profits, &a, the latter at favourable rates. 
Beyond this the grant of Govorament funds is not generally 
recommended. 

Loans from other banks are ad visable ; in Italy one great 
function of the savings banks is the grant of loans to small 
credit societies ; in Germany the separate savings branches of 
theEaiffeisen societies are beginning to supply all the funds 
needed by the original credit branch. The bank of Madras 
could probably utilize some of its funds in financing small 
banks when assured of thoir solvency and good manage¬ 
ment; the mass of village banks’ loans would be the secu¬ 
rity to the Madras banka for its advances ; it might in 
fact purchase the debentures of the village banka and thus 
assume the position of mortgagee. 




' Th^) rate of iuteiCdfc must, at first be at leaet 5 per omt, 
iu OMer to develop the habit of depositing and investing, 
and of Lnsfiug the banks ; probably iu rural banks 6 or 
per cent* is the rate which will prove attractive. The 
Nidiiis give 5 (rarely), 6, 6^ up to 9 per cent,, but it is to 
be remomberod that they are not organkod for deposits and 
bayo no good material fibcurity; they are not banks of depo*'^i.t 
but subscription sooietieK; 6.^ per O'^nt. intecost on money 
borrowed and 7^f or 8| per cent, on money lent seem 
probable rates. 

The bank should reserve to itself a right to close deposit 
accounts or to repay debentures at any time upon short 
notice ; from the date of expiry of the notice no interest 
should be allowed save that in the case of debentures re¬ 
called the interest should run to the end of the current Half- 
year, ‘ 

Loam .—Those may bo of many classes ; dead loans, dis« 
count of bills, cash credits ; they may be regular loans, dr 
small lot loans for poor persona on ordinary or favourable 
interest; they may be secured upon Taortgage, pledge, biH 
of sale, or poraonal seourity ; they may bo of short or Idng 
term and payable either in lump or by irista,lmonts^ they 
may be large or small, and payable in cash or in kind. 

Probably for some years the ordinary dead loan will be 
the most oommon i but it is suggested that there are 
advactagoous modifications. The Kohukt-Deiitzsch plan of 
granting a loan is generally upon the bill' or noto of the 
member backed by cue or more sureties; it is for three 
months only but lenewablo tMdoe or thrice. The Italian 
plan is similar, though the loan is often granted at once for 
perhaps one or two years, but is only issued upon three months 
bills which must be renewed every quarter; this enables a 
bunk to withdraw the loan by refusing renewal if the bor¬ 
rower has misused the loan. A further advantage of grant¬ 
ing the loan by a negotiable bill is that the hank can 


^e|^s unless the bank ie elfilmted to or iu corroispon ionee 
the bank of Madras, or some exchange bank. 

The cash credit has been adopted from the Scotch banks 
iiitd the (Jermaii and Italian Popular Banks ; it is very suit¬ 
able for land improvements; for the borrower, because he 
. only draws what he requires from time to time ; he repays 
to credit of his aocoimt as into a Savings bank, any sums 
which he may, receive; he is charged with interest only 
upon the amount^, at his debit; he obtains a larger loan 
of longer term because the njouey is not a dead advance 
from the bankas capital; it is advantageous to the banks, 
feiueo they are oontinuaily receiving in-payment«; they 
can watch the progress and objects of expenditure and 
can gauge the results by the existence or absence of in. 
.payments, and they can close the account at anytime upon 
notice. Cash credits granted up to a certain maximum .sole¬ 
ly for agricultural or industrial developments, for an indefi¬ 
nite, term but made up every half -year with power of olo- 
fc-ure at any time upon a month’s notice, would be a valuablo 
addition to the methods of Indian banking. 

/l%o security tendered either for loans or for cash credits 
may be real chattel, or personal. The mortgage loan in 
Madras is much resorked to even for oiirrent needs, as espe¬ 
cially in Tinnevelly, and may be made very cheap ; fiscal 
charges may be reduced to one-half; the bank, provided 
with Bxmple printed forms could relieve the borrower of all 
expenses for writing and attesting the doouments; in the 
case of loans by a bank, it might be possible to simplify ro- 
gistratiOB formalities and expenses, whether in reciuoing the 
number of witnesses at the registration office, or by require 
ing only insoription, f.e,, the making of a memorandum 
of the nature and contents of the document,— instead of 
verbal transcription ; registration charges might in fact be- 
balyed; loans below' Bs, 100 need not be registered and could 
be made safe against subsequent registered loans by the mort¬ 
gagor giving possession to the bank and by an attornment 



olauso becoming the temporary tenant of the bank. Village 
banks would find mortgages an absolute security ; they^ 
would know tho exact value of the land, they could, 
watch the mortgagor’s subsequent dealings with it either 
by improvements or in allowing deterioration ; they would 
certainly become aware of any attempt to raise a fresh loan_ 
upon it; it could not bo sold by revenue process without 
their knowledge ; if sold for their own dues they would be 
secure of repayment since, being on the spot^ they could 
prevent collusive sales and could, if necessary, buy it in 
with a view to subsequent re-sale; while a mfASSof good mort¬ 
gages forma by far tho beat security for debentures. The 
small mox-^tgage, relieved of part of its fiscal and other 
charges, would be a very desirable security for village banks. 
Chattel credit is twofold, vk., either by actual pledge or 
pawn, or by bill of sale or corresponding charge, Tho 
I>ledgo should be an important form of security in tins 
country of jewel hoards; but except in or neai* towns so 
that the valuables may be eocurely deposited either in a 
treasury or elsewhere, there is a serious difScuIty for the 
bank in finding safe storage of valuables. It is recommend¬ 
ed that rules be made by Government permitting the storage 
of sealed boxes, forth© contents of which Govemmout will, 
not bo responsible, within treasury strong-rooms or in police- 
stations. 

The more important function of an AgTiuulturlsts^ 
however, is the making advances upon property which remains 
with the borrower. The advance upon crops, or on general 
status, is the habitual method of this country, and only re¬ 
quires to be ’’e-organized bylaw. The bill of sale is not 
provided for in Indian law; so also is the oase in oontinon- 
tal Europe whore the absence of such provision is much felt; 
its place IS taken by securing certain ‘privileges V by \h.e 
speoiallaws made on purposo for agricultural credit. A 
bill of sale, Le.y the pledge without delivery of a man’s 
movables including growing crops, cattle and stock, &o.. 



199 




^^ jS^ taost useful form of credit and has the advantage in 
^£/igUnd of bringing with it the right of summary distraint. 
Villagebanks should freelj adopt this form of credit espe- 
: cially whea the law shall have formulated the bill of sale 
■v and arranged for its regiotration as though a mortgage. 
{See chapter on ^Law/) 

The true credit hovrevor is :per3onaI credit, viz., that based 
on what is technically known as ‘ oharaoier,’«>., general 
, sktus, solvency, reputation, &o. It is that which’ is so 
largely used in this presidency, as in India generally ; one 
man, whether professional orraiyat, lends to another not' 
upon any particular pledge but upon his more promise or 
bond ; an immense number of village transactions are 
purely oral, or evidenced by mere entries in accounts, or by 
aii nnstampedandinimlid cadjan cliit. The form usually 
found in Europe is the bond or note with cue or more 
; ebreties, and one reason for the habitual use of the three 
months' note or bill is the necessity for a short term when 
the credit is based on a solvency which may change in that 
time. In this presidency some of the Nidhis—one a very 
large and flourishing one in a small town; see Nidhi B in 
the chapter bn ‘ Nidhis ’ ./i«m--gx.ant credit almost en- 
tirely pi this form, although its transaotions extend for some 
bidos beyoL-d the sooioty’s head-quarters. Sohulze-Delitzsch 
expressly adyooate personal credit with sureties on the 
ground that it promotes mutual CffrjMmoo and assistance 

• ' adopted by co-operative credit societies, while it 

18 attended with but slight expenses. 

"ieu the U .0 „.„,w i, w«l! 

t..»a and to in th, .ocMy o«n.a,™ble. 

The necessity for granting credit of sufiiciently long term, 
as been dealt with pam'm; loans for land improvement, ■ 
touse-Duxlding, and the development of a farm require 


^ k f m. j ■ 

/ credit of from one to perhaps fifty years. In siuch. oases^o 
instalment system of re-payment is an equal neoessity for 
the sake of the bank and of the debtor ; for the bank that 
xt may gradually re-composo its working capital from the 
ro-paymenta of the several loanSj for debtor to enable him to 
repay his debts by slow amortization from the annual pro¬ 
ceeds of Ms improvement, and to remove from him thh 
ixossibility of spending his surplus instead of saving iL ' 

The instalments/ however, should be at consiclerable in- 
torvals, suited to tho ii^como of the agn^ulturist; a w€^kly 
or monthly repayment ia usually iixxpossiblo to a raiyat who 
has but one ^^eason of inoomings ; for long term agricultural 
loans mstalments during three or four months of each, year , 
are suitable. 

There should be a masimiiLra for loans ; it may be well 
that the general meeting should fix a limit for the. amount 
to bo granted on particular classes of loans of mdivldual 
borrowers, aud for each separate loan. For instauoe it 
might be necessary to say that only a certain proportion of 
tho capital should bo issued on mortgages; that no raerhter 
should be granted credit, whatever the security offered;, for 
more than so many hundred rupees; that no individual loatf 
shall exceed so much. It is obviously advisable that the loan 
power of the society should not be absorbed by a few 
persons and that a particular loan , Wi, pt^Ttioular seourity* 
should not, should it, fa,^ the society’s credit' 

it is a question whether a distinct prefereoce should hot 
bo given by the rules to small loans; in the Italian Popnlar 
banks it is usually laid down as a rule of rnanagemont that 
Bmali loans shall halve the preference ; tho banks are avowed¬ 
ly started for small folk and the object is to reserve or 
keep eis many peraons as possible out of the hands of the 
uBurer, not to obtain large dividends with the greatest 
possible ease. Hence small loans, notwithstanding, their 
difficulties, get the preference, and it is to be noted that' 
they bear the same interest as the larger loans. So also in 


tfir.-Raiffeisen societies, tiie loans are, on an average, for 
suph patty sums that even in India, where money is fcui' or 
five times as dear,' they would b& orditiary. 

In this presidency the Nklhis ueuaily provide for a num¬ 
ber of ‘sm air lot Moans, issued is sums of Rs. 6 or 10 ? 
usuaily for three months; it is, however, from these loans 
that the ISTidhis make largo profits, the rates of interest 
sometimes amoimting to 25 per cent, per annum and even 
higher, on such loans. This, if the Nidhi were ready oo- 
pperative, would be unheard of as a rate, and reads rather 
like the usurious exploitation of the poor- If a village 
bank has merely the men of its village for its clientele it 
can and should lend shall sums on tho same terms as large j 
itE ramn d’Sira is small loans, and these shpald have the 
pcoferenoe; if properly lent for proper purposes to members 
only, they are porfootly mfe, and need not therefore bo 
charged; at high rates. When the records of the small 
(vauso and Tillage Court suits are perused, it i^ seen-at once 
that the loans of dhis . presidency below Rs. 10 are numbered 
bj ..akhs annutdly; of the debts which com^ to Court about 
iv»4 000 (4e por cent.) are below Es. 20 ; hbnco if a village 
bank !8 to do its work, it must be organizedior and expressly 

deal as a primary object not only with loans below Its. 50, 

but below Its. 20 and even its. iD v 'it willgeuerallf bo 
better to lend five persons Es. 20 /each than two persons 
K3. f>0. 

There is in fact in Italy a ep^ial class of loans calfed, ' 
“presUi sull’onere”; these ,&fo very small lonis, seldom 
exceeding/i; 2 , drawn from a ipecial fund , usually laboumu- 
iated from^ profits and lentf^o poor but honest persons upon 
favourable interest, as to a.'poor workman to biyy a set of 

tools- Bis found that tklere is very slight 1<4 indeed upon 

these^loans, which ave in oo.nsidefable usefand of much, 
benefit. It IS true tkvat the method savours of charity it 
IS not however tt charity which .enervates Ibut one which 
invigoratos; a/ man is given thereby a hop’e and a obanco. 


»,n(i a oliarity wbvoh tui'M a bopeU'Sg, ■ctaoavceleeis, 
into a working man is not an eeonomio error > rlatne iiogs 
can be ont8<i as well as kioked/ But snck Wns, cannot 

.JttBtly 1)0 given nut)T tlm bank has proviiM 

ior tbe purpose, and one groat beneBt of the oo-operativo 
f system ia tbe devotion of profits to the aocumniatvoa oa 
TOBO uroos for this aiid otUiBf purppsGfl^ 't 

It is suggested that; special attontion be paid to Bio estab- 

i liebment of Bositos or Monti Ij'rumentarii, tliat is, TO 
■londing: granaries. ' Tbe Enropean nMuea indicate -tlio 
purpose of these granaries ; they were accumulatioris (Monti) 
:.<>r stores (Positas) in whloh the surplus grain .of the . viliages 
waa deposifed; the exact origin of t&e stores is hot tabwin, 
but as they were all permanent endowments belong! ig to 
the villagosj they probably origiaated in^'i'o raW contrilj-u- 
tions fiom the various vtllagersj the fand onoe formed 
rnalntamed i'fsei.f by the continual influx of repaid loahu, 

-waste and lobes being made good by the iiiterestft olmg'^^^ 

loans being granted by the struck roeasuxo and repaid by 
heaped measure. . Similar village granaries in this pre^i'?- 
deaoy would hatve the tiouble value of providing fofid in 
famine years, antiimainteuanoe and seed in ordinary years; 
if exhausted in famine times, they ooidd bo reidenished by a 
Government grant. iiB.nid from; the myinga wHoh would . be 
effected by the; general sexistem-ie of snoh granaries. - 

In .a.viilago of lOOfafiiiUes of Jive members each, :o,olti.. 
yBing 500 acres of food aiM dtlier crops,^ there mighty! W 
30 &'?nilie3 requiring loans for seed and inaintenahoe during} 
say, 6 xBonths of the year; :fo:V" thi3 purpose, at lb. U of 
trrain nor head per diem, exacttjf Ki tons of grain would be 
needed, repre’sentiDg a capital of about Ra. T50,, if .tho^gwu 
be taken as r(d^?i or chotuni.. Bach ..a oontribution, wheBev 
in grain or in ih’oney. be' .made by the other 

aeventv farailiek in the course of one\pv .two good years; ^ 
by lending out the grain #' the pouoda 

returned tor lOV lent, the 33,000 pounds of grain would be ^ 




Jlifetevaed and a surpliis loft for division^ either iti 

Kuid or iu <jasb, among the contrihutors This rate wciM 
iboomly^ two-fifths of the curient laoii^j-ienders’ rates, to 
which latter^ must often he added a commutation of the 
-.rapayr^enta into Oasb, with the lent grain, oalculatnd 
aboTB, and the repaid grain below the market rate. The 
granary would preferably be the property of a oo- 
operative sooiety, composed of tho chief villager and of the 
.boiTOvvers, and would inyolye the ■.smallest possible'cost and 

■diffieuity in management, while it would at onoe get, rid of 
one of the most crying eyils of Tillage usury. It would 
nrobably soon develop a branch for the supply of oattle and 
: implements, and for the sale of the produeo of its members, 
and thus become a oc-operative society of the hi**h6sfc 

f ;.lu its status as a mere grabary it would however largely 
the idea of those membera of the Famine Conimimon 
who .advocated public granaries for the relief, of the people 
lu farnme years; had that iaoknk’d .o,ne for the 

jsnding of the grain in ordinary years, and the management 
: Oi the granaries by a village sooiety and, not by Gove.va- 
ment, it can hardly be doubteu that tho idea would have 
taken hold of the public imagination. As a rule, uot more 
fiban one tenth of the population of ,a district are' likely to 
oomo under relief, and these granaries would provide the 
nmre. food for that proportion for six months of'the famine 
ptoofl, that ,rs for just that period which the pinoh 
Pf distress IS sevure. When supplemente l by Government 
grants and, charity, there ^oidd be aLost 

provision for mere, fopd supply, while granarms of this 
pattern vrould not mvolvo that State interference to which 

^ecthermembemoUheOommissionri^^ 

'?o,l I, paragraphs 160 - 164 ). The stocks of grain would ' 
as already stated, be replenished from the next horv 08 t^ 
by m,ean 8 of Cmvernment grants-in-aid obtainel fr.om, thd 
immenao savings which would accrue to the State in ti e 


matter of relief. If It were found possible to feed fchte p 
by the diroot efforts of CfOTOrnmont in a famino peridd, 
these granaries would exeellently provide the stores' of gralt* 
for seerl and mainfcenanoo neosiad during the otiltivatiOn 
■.Beason imfneduiitely following the notnal faraine, or they 
would ifeefc as a reserve to supplement any tejuporary faiku% 
of supplies. 

As alresidy suggested in the moi’e general portion of this 
.chapter, interest need not he too low at first; it, is belter 
to start with ratoH that will he roniunorative, than with sttoh 
as will result in failure; it is easy to reduce but not f'» 
:enhE,uc 0 ; hotter to have a eiu'plus than a deficit, provided 
that the surplus is wisely provided for by the? rules or by 
the good sense, of the bank. lutcr'oat on 'borrowed funds: at 
about 6 per cent, and at about 8 per cent, on loans, will 
.probably bo .found equitable and sufficient ; 9 or per 
cent. (14 pies per rupee per month) should be the maximum 
sa any dues. In many Nidhis the rate is 6i per cent, for 
all ‘ regular ’ loans, and in some, especially the largest and 
most flourishing of all, there is only one rate for 0,11 loan% 
via., 6i percent., but this is in the Presidonoy town. 
Even in such Nidhi-s the borrowed funds Irecoive interest at 
6| per cent., profits being derived from other sources. It 
must be jcoinorahered that in a bank there will ba ao fraudu ¬ 
lent accounts, no demands outside of the interest; hence 9 
per cent, to a bank is wsu,'illy much better than 9 per cent, 
nominal, to a tuoriey-londer. 

Proofs.—Whether the bank be juiut-stock or oo-opera¬ 
tive, it is essential to devote n large share of tho profits to 
building up a reserve. It should he obligatory by the 
firtioles,. as is proposed in the draft bill, to credit a oertain 
percentage to the reserve until it shall besf a oonsiderable 
■proportion to the share capital or to the mass of liabilities. 
’4)he remainder would in a joint-stock bank he divided as 
usual, but in a co-operative bank only tha interest fixed by 
the articles should be oredited to the members’ shartes; thik 




nifght bo fit tbo rate of 4|- or 4-|ii')0r c?oa^, p^ax-ai 
•-'' thirds or three-fourtlis of /■& pie pter 

There shaft Id also be per&issiye provis! 0 *;/je artioJ4;' f; 

tie devotion of any surrp/Hs profits to su^pj,;^- g^.. ^ 

' 4-! tie benefit'of tie ^ 

.evii‘iago,.;er.‘% ofanypublio>o,if^\e"^ 

. :. ineeting ^'■ 

tie' ' ae" . '^e” : ' ..^ x>® 


■ < 

. w • 

':■., ;V..^ tie' ^ f 

fiXice, the cliggii^sr of a , 

50 forth. of the fuz*. 


-.'O' 


4? rsf 


■48..’ 

i to a hoBuitf 

iiev\T:.*-5?ai]OE ox tao lur^. ■' ,n i- i,i ’ 

.©(laoation la public spirit; the mere pi'ovis' :’ ^ ^ 

%vould bo suggestive. ^ ; ; 

^ Other suggestions for oiirpln^ profit{h, ' the :l:ormnH. o£ 
a fund for loans upon trust (ppsti .. j ;^jj> . c 

Sclent fund for tie benefit :e^ .. tie em^ 

iasu. ,, ;e frgia^.u;epelal le . >s, as on loans for land ' 
•prcyement where tie imp't’ovem.ent fails, or fw +l, - 

of -cattle when tie catt|o die ; ■ of a fund Pm. • ' ^ 
interest upon Binall savin'gs: : ’''T^ and tiird 
•adrerted to above; the second is neMssary onlv p « * 

develops in size; tie fomti >8 '''©^yj—.iortant 
provocative of thrift amongst tie very poor, or *)^o/** 
increased interest on, small savings may be given etfeer*^ bv 
an increase in the next annual interest, or by a general jy'^. 
rafa bonae addition at the end of tie year, or by premia 
to those who have amassed avcertain sum or made tie most 
Ireqnent additions to their an4infc during tho year, or who 
.have otherwise sho-wn special prudonoe and thrift, as in 
the productive employment of savings. 


Sl>SC 1 MEN ArTICI,ES OF A Co-OPERATIVK VinLAOE BaKK. 
i. This society shall bo called the Village Bank of 


Its registered office shall be situated 'within the 


, 2. ObJ^cl and scope —Tie objects of tie bank shall be 
the encour’r.gement of thrift, the collection of funds, and the 





gno'to iJifimTjGrg. Such funds may ;ho 
oTthe^ ,-^5^ •’■« ^ g'raiii. The bank may ako purolia^f , 

'ode the nmintenaii e iudustriois of ite , 

^ buvs,' collect the 'p’yodnoe of membtH'S tliUd,: 

■ engage ia any . d Khv , 

'. ’^'' '■ forasMio '-vi. ;K, 

■ t/ersdiia other than momboii. 

. ., , » the reooijjt of; deposits and other 

..jxcep- in o maij. regards the putohaso and sale of goods 


§K1 


t, 


f. 4 )h., her shall '; 


Olds, and 


. , fnr ' tL '® benefit of the members aa above- 

f‘ou'pcr,iace lor ti. _ 

T I or except ii'i 'd so .tar ■ as these articles expressly 


^^tc'^^loan shall bo granted to '' “7 Peison for other than a ,.. 

•fnl *or pToductive purpose; no olmhd:?e,f'Vth.^ebfc's, , 
T ^^ohftse, improvement amr^Jjultivatlon oV-,,_-id; the??', 
I r.f stock, manure, seed, the fexeoution of a wnteniott ‘ 
woA the huildlng,: repai>^- r furhMiing of a house,' thO;' 

^ t- * nf u'tvaaoes upon orops for maiatenanooi 


„. .'.aary objects of loans, and none shall no 
, d (/ the purchase or manufacture of jewels ;or 


“ uted j, . —™~~-—- ,V. 

articlto., luxury, for marriage expenses, litigation or for' 

other .unproductive outlay. 

g. Members. —Every person whether male or female 
above the ago of 16 years residing in the village shall'b®;! 
eligible as membor under the rules hereiniiftor laid down. 

!d.Tiy person desirous of becoming a member shall apply iu. 
■writing to tbo directors who.', shall enter his name ..upon 
an applioatioa register if such application be supported aud 
attested by two members of the society. Such applioatioa. 
shall be disposed of within one month by the directors. ' 
No reason shall be assigned for the rejection of such applioa- 
tion, but appeal may be made to the Oomm.ittee of super¬ 
vision and arbitration, and to the general meeting. 

Every person accepted as a member must sign or affix his 
mark to a register of memheis, such signature being attested 





fej two meiubers, one of whom filiall be an oiSioe-bearer* 
.ijho 3’€'gistey shall contain the articles of the bankg .the. 
name, father’s name, address, and occupation of each mem¬ 
ber, and ehaU. also state the lands held by him within or 
outside the village. 

Every pemon shall, on signing the above register, be 
doomed to have become a momber of the sooiety, and shall 
b© botiud by all its rules, and bo liable' for its obligations 
as heroin after prov^^^ 

, Every member shall subsexib^^^ one share, but 

-no m^-mber shall fitibsoribo for more than 25 shares. Ho 
|ball, upon admission, pay an eutranoo fee of 4 annas, which 
shall be credited to the reserve* 

In case of liquidation each member shall, if necessary, be 
liable to contribute an ‘amount not exceeding 25 per’cent, of 
thp par value of his shares, in addition to any amount still 
xemainmg i^npa,id on his shares. Shares shall only be 
withdrawable or ti’ansferable according to the prayisions of 
theB© artioles. » 

Any person desirous of subsrabing a founder's share or 
shares dr of becoming a giiarantee for the bar k, 
his application tp the directors, who shall dispose of his app'ii- 
cation as though an application for ordinaiy membership, and 
shall require his signature to the register of memberai and be 
fibal! tboreirpoii be bound by its rulcis, and be responsible, 
for its obligations a.nd debts to the extent of hia share or 
abaros of hia guarantee. 

Any member shall have the right to withdraw at will 
open giving three months’ notice of his intention to with¬ 
draw. Such withdrawing inembor'shall be responsible, as 
before withdrawal, for the debts and obligations of the bank 
incuired before the date of aotual withdrawal, until one 
clear year from the expiry of the bnsme.ss year in which 
ho withdraws. .Withdrawal within six months prior to the 
liquidation of the society shall be considered null, find ' 
■void. . ■; . 
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A withdrawing memhor shall ‘ bo entitled to reoei .e the, 
value of his subsoriptions as a momber, but shall not be., 
entitled to any share in the reserve, or to any dividend for ',, 
the year in whiob. he shall withdraw. The bank shall pay f ’ 
the value of the shares to the withdrawing momber as soon; 
as possible and at latest within three months after the expiry 
of the business year in whioh ho withdraws, but shall not 
be bound to do so at any earlier date. On withdrawal duo 
to causes beyond the member’s ooutrol, such as transfer of 
appointment, a member may, if the direotors see fit, receive 
his Bubsoriptions in full together with half the dividend due 

for the year in which he withdraws. 

A member shaUhe-liable to expulsion from the society: 
by vote of a general meeting if he is in arrears beyond three 
months with his Bubsoriptions or with his other dues, and 
has been three times warned of his arrears; if he has com- 
polled the bank to resort to judicial or exeoutivo process 
against him; if ho has wilfully disobeyed the rules of the 
bank or been guilty of any fraud towards it, or if he becomes 
bankrupt, or if ho has been convioted of an offence of a ■ 
grave nature under the Penal Code, or if he has been guilty 
of conduct as a member, inconsistent with hia duty towards 
the society, or if he be a habitual drunkard or spendthrift 
or living on public charity. 

Any member who may have been expelled from the hank 
or who shall have permitted his membership to lapse by 
default shall, as regards his liability for the obligations of 
tho bank, be considered as a withdrawing momber. 

Decease shall be c:)n8idorod as withdrawal, but the heirs of 
the deceased member shall not be liable as contributaries in 
case of liquidation, but only for the payment of any monies 
or funds duo to the hank. 

A member sboll not be entitled as of right to transfer 
his membership-by transfer of his share or sharesj-but may- 
do so with the consent of the direotors; in case of refusal 
nn appeal shall lie to the Committee of supervision or 





2C£)' 

A n ap})H(?ation for transfer !!M.{ be fooated as an 
■ f ^bwship, and the foansfo^ 

bo «d as snob i^lfoant, : unless W is already a 

: society, m shall be liable 

t.X'.ougk.a witharaw - . 

Jn ease of decease the clirfotors shall: not be bound to 
•; . admit the suowr to the dooeased as a member, 
m oaae of refusal to admit or; id case of ref iisal to become a 
' c'SOT deceased's Bubso^^^^^ as in 

' i L! r T ' to the shares 

Sfek ^r of 

to be n Po^'^^ous,found on enquiry by tbom 

to be foe proper heirs, or to persona nominated by the ■ 
de e^sed xmder the provisions of the law or to: persons who 
pn d ioe^ probate of a will or lettei's of administration, or a : 

, oertihofito of heirship, . , ’ “ 

lud Oolr^ ( - once in sis monthi; the dirootors ; 

o....ra6r Jinary moeting hi any time, and: they shall be bound 
0 do s.^hin fifteen d^s of notice in writi^ given by^ 
teirth of the nxembers and oontaming the sabjeolio' be Inid ' 

^ bofoxe suoli meeting. Notice of meetings shall be given bv 

,, t^tom in the Village a«d:V 

. ;^I%^ .haimdi or o«xm: place pf public resort, at least one ' 
^reok^befoi-xvthe itfo^^ meeting. Ordinaiy meetings shall , 
be held on the let January and fot July of eaoii x-ear. ' ^ 
. ^ Lvery member of the baiik shall have the right of attend, 
mg rfi’ery general meeting, and it shall be his ddty to do So 

^ny^berwhoshmfailtoatt^^^^^ 

m e , ^thout good excuse shall bo liable to a fine not exceed- 
uduL fo ''i T*"® ’'“ov/ed in case of 

akencefromthqjnllageoriatheoaseo^^^ ■ 

, memb^ o| «Wcnths’ standing, of eia^^ sex. and ■ 

m ago of 18 shall have one vote and aa more (or one 
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vote for eTery fivs sharea, not oxceadiug five vote» in .at 
But i(.o membev sliallbe entitlsd to votp, though he sWJ 
be bouiid to attend, ii he is in arrenis *or more than fifteoji 

days with any dues to the faauli. 

The meeting shall ho presided ove;.’ by n chairman elected 
at each mooting for the ptuposo. . ' 

No subject shall be voted upon at any meotiag, ol wbioh 
the above notice has not beevx given, bat it fhall bo per-' 
missibloto discuss any Bubjcots without taking a resototion 

thereon, ' 

At the annual general meeting the direotors shall. lay tbo- 
annual balance sheet and report belore the meeting and, take 
a resolution thereon: such report sliail bo accompanied by 
the auditor’s report and the remarks of. the Oonunittep of 
supervision, and the result of any examination made by the 
Government inspectors. 

The general meeting shall elect the directors,, the 
of the Committee of supervision, and the auditor or auditors. 
It shall have power to remove, by speoiel resolution, any.of 
the direotors or committee for good catiso shown. , ■ 

The general meeting shall: also decide appeals against 
refusals by the direotors to admit members or to transfer 
shares lit shall decide the maximum amount to. b^ 
on loan to any one person and in any one loan ; it shall decide 
applications by directors or members of the Committee ot 

supervision for loans other than on pledge of moyobles ; it 

shall determine tho amount to bo borrowed for the purposes 
of the bank, and shall decide the rate of interest, tp bo , 
charged on each okas of loan, and shall have power gene¬ 
rally to alter the Aitkles of Association. yi 

One-fourth of the nxembers shall be a quorum; all matters 
shall be dooided by simple majority, save whore the law 
roquiroB any other majority. , v 

Depositors and dehenturo-holdora shell have the right of 
attendmg meetings and of taking pmrt in the diseussienf 
even if not members, but unless members shall have pb . 


of vote. Blit they Bllall haTO power jointly to appoint 
fl eo-atijitor Woo shall have the powers of an, ordioary 
'auditor in the examinafcion of the aoaounts. ’ 

6, B«ywfors.---The Board of Direotors elmll ooilsist of 
nine membars, .who shall he elOoted by the general meeting 
for three years and shall bei re-eligible; ono4hM of the 
*diteotors shall vacate offloe each year, those .ratiriug in the 
•/iret two years being designated by lot, and those subsequently 
according to date of eleotion. Any vacancy may bo teni- 
pprarily .filled by the Boayd and the Gommitiee of super¬ 
vision until the next general meetihg. 

The Board shall elect from amongst theic number a chair¬ 
man who shall preside at these inoetings whi^h shall bo 
held 6a the and 6f every month for the trans¬ 

action of public basiness, and as often as may be neoessary 
for other purposes. ' 

Every direotor shall hold at least five slutres which shall 
be inalienable during office, and must not be borrowed npo.a» 
All services shall ho gratuitous, nor shall any part of the 
profits be divided amongst the directors, but they sliaE be 
entitled to expenses out of pocket, if p,uy, incurred in the 
coolety’s business, , , 

• bio director may borrow from the sochfy’s funds by Way 
of persqasl credit, but with the approval of the Board 
and-of tho’ Oommittoe of supervision conjointly, may 
■Obtain loans upon the pledge of immo'vabk' or ■•movable 
property. 

No perso-u may hold or continue to hold the office'of 
d’reotor who shall have'been inBOlvent, or ooroponnded with 
bis creditors, or been oonyicted of any Berious offence under 
’the Tenal Oode ; in any such event the director shall 

be deemed to'have vacated office. A director is also 
liable to oxdlusibn if he fails, without good cause, to attend 
a meeting of the directors for two oonseoutive months. 
The general meeting shall have power, by special resolution,' 
to remove atiy director from office. 
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all xnalters for disposal at a meetiBg of the direWfe 
shall ha dooiclod by XBaJority, tho chairman or presiding 
member having a casting voto* No di,reciter shall havi^ 
any vote in any matter'affecting hie peiiGOnal interest^ or 
r^jfjpoDsibiUty. • 

The directors shall make rales for the crfidiiot of' busmess 
at their meetings, and shall enter all ml os, and minutes of 
all resolutions and prooeodings m a hound register' to. be 
kept for. the purpose. They n-zay also make by 
sietcnt with these articles. 

, The acta of the directors shall be binding upon the bardr 
unleiis and until rescinded by a general meeti-ug;, aud every 
individual director shall bo rofjponsible for the acts and resolu¬ 
tions of' the Board unless he shall at the directors^ lueetiug 
hifjive formally e^cpressed and recorded his dissent, or xuikso,,; 
if absent from the meeting, he shall express his dissent not 
later than the close of tho next subsequent m 
The duties of the Board of Directors shall be (^0 to receive 
and dooklG upon all appIicatio.us for admission as members; 
(b) to receive and decide upon aU applications tc mako.br 
withdraw dopoaite, all applications for loans, all repayments 
of loans, and all matters oohneoted with receipts into ax\d 
disbursements by the bauk; (o) to settle and alter the rates 
of interosfc to be charged and allowed, aM, any oornmissiohs 
to be charged; ((0 to inspect and audit the accoantSj to. 
examine annually the valuations of property^ to oheclii: the 
©eourities in deposit or bold by the bank; (f) to draw up the 
annual balance sheet and to propose tho distribution of tho 
profits; (/) to appoint and pay the clerical staff; (^) to j)br- 
form all acts connoctod with the administration .not especially 
assigned by these articles to tho general mv^^eting or some .' 
other organ of tho administration. All deposits and inf.. 
payments shall be received and payments made aftey the close 
of each meeting of the directors and on such other fixed days 
aa shall from time to time be settled by the geneiul meet¬ 
ing. For such receipts and payments at least twodireotpr^ 
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be present, and shall personally raceije and enter 
; er :Cans0 to be entered in tlio soteral register Qxa deposits, 
^absorlptions, or dueSg and shall give receipts for the same, 
^md shall likewise male all payments duly au:iori 2 !ed be&r^- 
hanfi by the directors at their meeting. At ho close of each 
sneh sitting the directors shall draw iip a sta:)jxjoii(; showing 
the postion of .each loan outstanding, the ^onnt at credit 
of each depositoi? and total sho^^g gre®^ assets and 
liabilities. This statep^e#'shail be in a fc>rm capable of 
continuous adcUbns'fc^ighout the year, the each 

slttig "being added to those of the previous sittiiig. In 
such statement the names of debtors and creditors (deposi¬ 
tors, &o.), ehvall not be mentioned, but only the number as 
entered in the pass-book of siroh debtor or creditor.. The 
statements shall be accessible to all members in the ofiioe 
during all working hours. They shall be assisted in Lheir 
duties by the clerical staff of the bank, but shall boporsonahy 
responsible for the correctness of the entries. Q^he directors 
Bhall take up those duties by monthly turns of two, onb 
director reliring from duty ill each m 
The work of the directors shall not b^ delegated to third 
parties, save only the clerical work of the ofRce, nor shall 
decisions bo made by the directors upon circulated papers, 
but nil business shall be done in actual meeting, for which no 
I>roxies shall be allowed. 

In determining the rates of interest to be ohru'ged and 
allowed the directors shall be limited to the maxima and 
minima settled by the general meeting from time to time. 

It shall be the duty of the directors, who may claim tho 
assistance of the Committee of supervision, frequently to 
oxamino the security of tho bank’s investments, enquire 
whether the loans granted have been expended as agreed 
upon, and to ascertain whether there has been any deteriora¬ 
tion in tho seouiity accepted by the bank or in the status of 
the borrower or his sureties. In case of any breach of tho 
agreement, of any deterioration in the security held by the 



or in iiie status of the borrower oi'his suretiosi fci^ 
aireotors shai ^1^7 nect%sary stops to secure the batrk; 
The directors bBU be entitled to call in forthwith aiiy loan 
•which may ha® been expended in breach of contract, or in 
■which the secuitj may have heoome so materially duterioiat- 
od that the s#ty of the loan is endangered. , , 

The prooeo’Hga of each meeting of -tES'dBoahd bo 

read out and chnfiimou^^^t liiibsequent meeting. ■ 

Bye-i:ms. —'f he directors shdll’taw up bye-laws not iiii' 
cbh^istoiit y-ith- these articles, for the w',^uot of ofSoa' 
basincss and of director’s meetiugs, for coniinubus ahit^r 'l' 
inspection of the aooouats, for the due receipt and disposal 
of the funds, for the receipt and disposal of applications for 
loans, for the due valuation and somtiny of seourities, 
■whether real, chattel or personal offered for loans, far the 
preparation of i.he annual balance sheet for action under 
seotion 85 (14, , 15 and 16) of the draft bill, and for sneh 

other matters as may be necessary. All byO-la-ws- shall bg 
appended to the articles, and shall he open to the iospection 
of all methhors, any of whom may present hie written objeo-^ 
tion to the same, whioh, if the ohjeotioii be not admitted 
and acted upon, shall be laid before the next generai 

meeting. , e 

6. CommitfM of Three oi the members or 

the society shall he elected by the general meeting to form' 
a committee of supervision ; none shall bo eligible who holds 
less than, three shares. They shall bold offioo for three 
years and shall he ro-eligiVe, one member vacating eaob 
year. Their services shall he entirely gratuitous and the 
provisions relating to directors regarding proats, eligibility 
for appointment and for holding offioe and for borrowing 
from the sooicly shall apply to, the members of this 
committee. 

Their special duties shall he to maintain a general 
supervision over the accounts and affairs of the bank, to 
ensure that the directors observe the rales and limits cf 


S^apesa as kid down 'in..the Memorandixm and Articif s of 
iis864ation,,to examine and report on the balauco sheet, to 
vpte With the direotors in ease o.f loans demanded by 
tnombera of the Bofird or Committee or in ease of iniscondaot 
bj any such member and by themselves to hear any 
oomplaints or appeals made by members or applioante for 
membership or creditors of the bank against tbo action of the 
dheotors. An appeal shall lie from their decisiojx to the 
general meeting. Not less than two members must be 
present at any sitting in which such complaint is heard and 
decided. 

The Committee shall be entirely distinct from the Board 
of Direotors, and no director or any director’s father, son, or 
brother shall be a member of the committee, 

in case of the discovery of any nmconduot by any of the 
.diraotcrs or others, the Committee shall report the raattor to 
the -Board of Direotons, and, if necessary, shall 6ummpi.r a 
general meeting, and may, in serious oases, affecting the 
management and safety of the bank or of the public, report 
direct to the Commissioner or Local Board, if any, for the 
necessary action. The Committee may catijointly with the 
‘Board of Directors suspend any director and appoint a 
fluhstituto, but shall in that case call a speoiiil ge.uernl 
meeting within one mouth for tlW consideration of their 
action and the disposal of the ooraplaint. 

The Committee may at any timel^invitG an o.samination of 
the affairs and accounts of the bank by the Commissioner or 
his inspectors, upon a written applica|;ion assigning sufliciont 
cause for siich examination. 

,7. Disputes between \the bank and its 

members shall bo disposed of by the | Committee of super- 
visiou with an appeal to the genei'id m!eeting, the dapision of 
which shall be final except as provided jin section 66 of the 
draft bill. Members refusing to abide iby the decision of tho 
general mooting or of the Commissionerl shall be liable to,, 
expulsion from the bank. 

I 
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;The a'bif'i'; pai'iigrapli relates only to dia-putea ' between I 
bank ftiul its aieml'era ne Buob with, reference t;o„-fhe .iKtei- 
pretablon of tbe rules ,or b}o-liiws, iind tbo, eojniuct of 
budi'.e®, 'out not to dieputee lelaimg to contracts between the y 
bank 8U'i njenilie'’n ns creditor aud 'lebtor. 

3 general mooting shall from iimo 

to time determine the number and pay of the staff to 
employed, but the appointmouts and removals shall bo mndo 'yA. 
by,„tho d'rootora. The gcneml nireting slnill be bonal to 
obsaue (ho ^triolosi e-onumy itt the docLdeut. on Ibia -aaattor. y' 

, Every porsou approinted on the staff 'rnist bo or become a 
memboi', and may bo required to give Roourity if noeessar-y. 
Tkoir eligibility to bold or to continue to hold olHco, uud to 
borrow from tlio book slmli ho the same as laid down in the 

of dircotors. ^ ' 

' y. In addition to tb<) intomal conti’ino'us aud it to ,,, 

bo laaintalnod by the directors mul Oornraitteo of supervisinu, 
there sball bo onoe in every year an imlepoudcufc amlit by 
an prrditur annually' appointed for tbopurpose by dao general 
nmotiug. No director or other yffiee-boiwcr . shall bo eligible 
as ;mih auditor during'h's term pE ofllce, or ^auy persen 
interested otherwise tliaa as meiobeiv SJneh auditor, may be", y, 
reniuuoratod on, a scale to , ho .dotormined by the genoial 
.meeting, ami shall bore-eligible. .If no such uudUor is 
nppoifttedpor if no.pecsc'.o shall -bo . available tor the duty, 
the directors shall, wutiihu ono mouth o.f the close of the 
business year, move tbe.Oooimissicner i,o appoint un aadi'.or 
and the Coqamissionor .Wall thereupon niako the necesaa.ry 
appointment. ' Tho deWsltors, .dobdntnre-holdors and to.iifv . 
aeditprs niay appeint/hy joio.t agreamout a oc-auditor w.m 
ehall bo entitlod.to carhy out tiio audit of the bankas accounts „■ a 
and a.ffiairs, in cou.i uu'etion wiUi tin regular auditor, and 
shall havp similar pfliwors and duties. The amUtom shall 
hava access to all.tblo books and: aocounte of the bank, of 
which a list shall be Wit before them, and siiall examiuo txU 
'.the items of roooipt'and ospendi'are, funds and olTocts ot 




"lie billil; and individual aooounte, and shall verify the same 
with all aooounts and vouchers relating thereto, il^hey shall 
also personally inspect the mortgage deeds, scouriiies and 
■vainables belonging to or in Custody of the bank iis seoarities 
for their loans or other mvestmeuts, and shall certify that 
thdy have so done, and if found correct that they are id 
agreenn at with the accounts, nad shall report any disagree- 
m nt or dedoienCy. They shall have power also to call for ' 
all explanations or infoiination from tho directors or others, 
and skall record a note as !.o tho nature of suciiv informatioft 
or explanations, and whether such iniormatioh or explana¬ 
tions were saLu factory. They shall expressly and explicitly ' 
report upon all items which disclose clefofjts, frauds, or 
grounds for suspicion, and their- report shall be kid before 
tiie gauml meeting with the explanation of the directors 
f..nd tho opinion of the Committee of supeiTiaion- 

Id. Fimsls. These shall prooaed fronf the subscriptions 
of members with entrance fees, from founders’ shares, from 
Government subventions, from deposits, from debentures 
from other borrowings, if necessary, from the interest and 
commissions derived, from loans, (So. 

11. S/iCm.—The share capital shall bo divided into 
1,000 shares, each of the value of Bar S; no member ahaU 
pcssc.ss more than 35 shar-es. Tbo value of the share or 
shares may be paid up in lump, or fay instalments at the 
cliRoretion of the directors j such ihstaioiijuts must aggregate, 
at least Ba. 5 per share per annum. ■ 

Inf erest shall be paid at 1 pie pci-rupee per laensem on 
the amoi at paid up; -Iractiona of a .nipoe shall not hear 
mmrost. No interest shah be p.«iid (i'yer to the member until 
he shall Iln^■e completed the eubsoi iptiou of his share or 
shares, till which time aU interest shall bo credited to such 
abart or shai’Ofci. 

ihe bank shair be entitlod to repay lapon one iaoi4U^8 
uotioe, the yalueof any share or shares held by a mewihev 
IV. exoem of one share ; should ' he member des.ire it and the 
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,;!!» of the baikk permit it, tbe direcifcors may perHiit iorki 
saaree to bo retaiuecl at bali rates of interest. 

Any member may ’aritMraw from the benk any shares iu 
excess of one sl'are upon giving notice ; such wltfe Jrawftia ' 
of oxoesB sbaree shall be oonaidored and trested, as thdugb 
'withdravvaJa from memberehip under article 3 .n/p>M. 

A raeuibcr may also trarisfor any sbarea in e’to^s of one 
sWo, a ad, the provisions of article 3 s«p« in the matter of 
transfer shall apply to transfers under this article. 

12, Iounik\n' s//ar«s,—These shall be limited to 100 in 
number of the value of Bs. 80 each ; any number ivithin the 
marimun may be eubsoribed whether by one or more 
persons, but no single share shall be suhsoribod for by more, 
than one person. They shall be payable in lump or by 
instalments of ofao-oighth each per mouth or per quarter , oi 
the option of tho subscriber m entered by him in writiug at 
the time of first 'Subscription. Interest shaU be payable ^ 
thereon at one pie per rupett per month on the ambont 
paid up and shall be paid over to the subscriber. Che banh 
may repay at any time without notice the 'amount of any 
share in which the snbsoriber has failed to observe the -' 
conditions of hie agreement. The direotors may iiitimato 
on one month’s notice \tliat further instalments on shares 
not fully paid up will c.nt be required till further notice, 
and anv sums paid in aficn receipt of such notiee shall boat 
aointmeet until the directors intimate their readmoss to 

receive fmther instftlmeuhs. 

The banh may also repay any or al! of tho shareB held by 
any Bubsoriber upon three months’ notioe, and no share shall 
bear interest after the 'expiry, of tho three months, ualefis 
repayment is delayed by the bank itself. 

A Bubeoriber may withdraw tho whole or any of his Bliaref 
upon giving notice as, follows; one share to .five sharos 
on throe months’ notice ; any larger humber six months 
notioe ; shares shall not bo withdrawable at smaller interr 
vals than three mouths between each sot of withdrawiils. 
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I»ay ba linacle at iho optt.iot 
of the Bubsoriber, but all such transfeia shall be intimated 
with full particulars regarding the trsaisfer to.^ho bank. 

13. aliaij nppiy 
to the Commissioner for a ter&poi’ajj’ loan',ot Bs. CQ€ for 
first working expenses; aed for a regular loe .n. of lU. 2 000 
as'first working capital. The terms of such oans shtill be 
arranged by the directors with the Oommismner, but the 
interest payable by Che bank to Government.'fo the regular 
loan snail not exceed 6i-per cent per annum/. 

14. These may be received feom any person 

a mombor or not. Depodj, _ 

or sfmugs deposits, 

OMinaiy deposits may bo either at call or an 
term. Or^hnary deposits at call may bo paid in by sums 
not below Re. i on any ofBoo day. They shall boar interest 
at seven-eighths of 1 pie p^r rupee per month (5per 
cent per anaam), but no interest shall bo allowed should the 
deimi not reach or ohould it fall below Bs. 10 ; nor shall 
k'oken periods oc any month count towards interest. 

Deposits at call may be should 

the directors st,e fit to uooept them, hat the directors shall 

tCsCl'L any reason ; 

they shall be repayable at any time by the directors on 

Mtoea days notice, after the expiry of whioh date they shall 

near no interest; they maybe -^thdrawa in sums ;f not 

less than 1 rupee by the depositor on any ofiSoo day, at not 

less mtervalB than one week, but the bank shall have the 

right to delay repayment of sums above Rs. 20 as follows- 

irPs*^ one month; tow Rs. dS 

morths 'P’ larger sums after throe 

youths. Taese deposits shall be paid in and withdra wn only 

ymoaiis of a deposit pass-book with ;>hali show all rooeipts 
nn.d withdrawals and sha,!! be signed by the direotors on 
u.y moa8e of receipt of deposits ; every withdrawal shall 
be signed by the depositor and mitiailod by the directors 




6n duty. ' No dei^oclt sKall bo received by any peraoKi, 

than by two dirootoi-s, auiUt^'fe^^ banVa offioe witb.m 01» 

boTrai'any praott iwefyiag or withdrawing depo ufco otaor-.' 
wise thanaa provided by this ola®o shall be :,, 

mernbershiTi nrtr will the .bank be Tosponsible tor any autaa ■ 

which do n't jk^ppeaT ra tire pass-book. ^ 

Bepoaits a' ■ fixed, torm-s oiay bo rooeiyod at any p.)ue it' " 
approved b- t ho directors. Tlio mimmum term for such 
deposits shli b e three months audthe rnaxkmara three ' ■ 

and they bear interest at from 5 to 13 per P^" 

annato L^ording to duration. Thfeo deposits shah bj 
reneived in sirmshf Rs. 10 or multiples o^s. 10, 
otherwise. Every suoh depositor shall reoeiva a tempomry 
receipt signed by the directors ou duty pendiug dwpoau.. oi;, 

his application to make the deposit ; on flnnl aoceptauco ^ 
the deposit ho shell be granted a receipt taken fro^. h s ub 

. with connterioih d^ly H "'/T'^nA!'rr ' 

dtrsotorson duty if the sum exoeods^Bs. lOOyor by^: 

directors on diity if below that Sum. Deposit recmFts .wdl 

bo paid only to the actual deposiior or^to bs ptoxy auu at. 
dr J date. The depositor may apply for the return of uw 
deposit'at any time ; the bank shuU net oe bound to .^ y 
with Ms request, hut should it do so it mi pay up uuerest 
for the six months prior to demand ; it shall also be entitled . 
'^'16 the delay mentioned in the preceding parap:raph (rc /ay- , ; 
ment of ordmaty deposits, during which pmod no interest 

will be allowed. The hank may grant a loaa upon such 

deposit reoeipt, • n t. 4. 

15. Sanngt deposits shall to of two ^ 

orclmary aucl petty . 

Oriinry »ym*. will b. .oo*rf at »„y hcur that to 
ofHoj i. opea. No aaTOSa aoP®* ””■» 

ou anyonoday.orR.. ar tomg “7“'; “ 

in all, exolusivo of iuterosi; any excess above Bs. .1,050 .A^ 
he trsnsforiftd to ordinary deposits. All payroonts m and 
Withdrawals shall bo governed by the rules relating to 
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ttop03if3 afi oall, Bovo ikit in pay;nonti5( ami wlfchr 
' 'S; ^li'jwab may L'^ mo/io in inuY-ia of Ttol: ie:sj fchar.i 2 annas, '' •.’ 

tiitormt on ST.vings slvall fee granted at 1 plo pnv: 

rupee per month (6i per eort per anr.n.Tn) upon f'he amount 
in rienosit^ but no inku'cst shall b.-;- 5'ranted until the 7' 

'■'’F'-®'. i's'l'"iA'. 







doposii'reat'Iico 1 -rupee, nor upon any iVartidn of a rupee., 
nor ;or tho month in which uToney Is deposited oi' v/ith- 


upon the amount so deposited or irithdrawn* 




interest will be added armuahy to the balatr:5e oi eaeh 


.amounl, for whioh purpose each depositor roust prot-ent his 
pjass-hook at tbo bank v/h.bln tho inouth of ; failing 
suob pro3f?ril:atlori^ the interest will be eniorod on tho ne;si 
p oc^;asion on which the pass book is yrcj^aiiod. 'The amount 

' of the tutorcBi; oau drawn by iho depoftitors^ but only ns 

/ ftiiorJfuyry withdrawal after tho entry has been rand© in 

tli.0 pai^s«book. 

' ;; Potty savings will bo roooivoil on any working day in 
i'"'' sirms trf a ^’]uarte^ aiuia to lie. 10 and may aocnuiulato up to 

the sum of Bs., 20 when tho/ 'will bo transferrerl to ordinary 
savings. They shall boa.r interest at i pie per rupee per 
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grant from Burplas prafits, if my, enoh sojms as Louhscb 
. ' ©itbar to all such accoimfcs or (o aocounls goicoted for ooxi* 
i;®', of saving, as may be decided bj tho geiisrol meeting. 

' 1 he rules of the Post Office Savings bfailrs of July 1894' 

, ', rjrS rogaras “.porsons who riiay deposit inoiioy (fialo 
f‘I'miUiions as to opening acoounts” (.Buie 6, 8), “powwa 
to^ ^vithdraw ^monoy and limitations as to wiihdrav/al ” 
i;'.,y (linlos I'!, 15 ), “howto open an account (Jtules IS, Ip^ 

7) F'iO, “naodes of deporting money” (Rule 21), “mode of 
■ withdrawing money” (Rules 26, ij, 28). “oloung an 
aoeounf.” (liulee 83, 34), “dead aoooxmtB” (Rules 37, 38, 3.9, 

40) shall, mumih muiandh and subject to the re^uirsuiouts 
of tho sections of tho law regarding .P^o^•(dont uomluatioas 
and sm;iU intestacies, ho applicable to all savings deposit; 
aocounfs in this bank, . i 

( ;,i,fiV) 
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In owe ol loss, ilGtorioTatimi or Bpoiling of pass4)00Ef, 
tos bsolk «U graft a fra.!! Of. »» P»yf»«t 

' !(} -The bank will issue ia.nci moit^agc 

aeteiLe. to ol if mortgai^f f 

ra“ «i too M reVafcS to .foK aoteoffM. I*'* 

.lobofto .Ml *. to »•■ f" T?‘«u 

o'nvn's and under the rules framed by Q-ovornment for saui 
deltentaros. The rate of iutereat and period ot' debeutOTes 
i„u bo dotemtood by tbo cU™to« 

They shall bo repaid at par upon half-yearly ^ 

l„t,otfpo« Bto footw ooti» to “>2°^vr 

be re-purohased at the o-anont tide m the marlet. 

the 

lot ‘t-oT-o^ 

f fbo bank empowered to borrow money or grant to m 
amount not exceedinS snob sum and id suoh rates a:i may bo ', 

“t -07.to 

“^Iti ri-sb movtgago of lands or houses, upon pledge 

bill, of Me, 2 

Sd by the appliomb •*.» «ppKo.liora m»t l>o “'t® “ 
•.Soff t. the lireotora who may rojeot tbe apphoaUon 

rs -goifs —• ^Yr' *” 

W^rtbwitb. .0 Ml to tbo 

_ —--IIIII-I-I-^ _%A J,^ 


anE ii>i'buwxuxa uv, - ------ 

7™«7rctorii7;JyTato.dinca30^t^^^ 

•beatiifes, wluob at fi^t will protaWy ba seldom. 






all dues o,T to doitond aclditional seouritj (1), 
#li^ra tho member has been ©spelled irom the Bodety^ (2). 
where the secJixity tondeyod to and, held by the baak, or tKy;^. 
statnfc'* of tie borrower and of his sureties, 3 b.al.l have so 
deteriorated as oadang^'v the safety of the ioany (3) where 
borrower has wilf ully and materially departed from hia 
ajcreemont as to the objeote and character of the expenditure 
o tthe ioma amouiita 

All property forming the eeoarity for tuiy loan shall be 
managed and treated by the holder, y»hetb- 0 r the borrower 
dr the bank, wiih all dne oam anclBkiil. 

Upon -the. grant of a loan tfe borrower ehall receive a 
faiss'book in which shall lie entered the principal amount 
diio, the rate of interest, the amohnti date, &c., of every 
mstalmeut duo whether Of principftl or interest, and such 
other particulars as may be hecersary for the information of 
the borrower; every payment made to him, or by him on 
a/XKOunt of BUoh loan shall be entered in suoh pass-book and 
signed, attested or initialled as provided in Jirtiole 11 supra, 
in the 08,66 of deposits. The pass-book shall be balanced on 
each oooasion, so that tlie borrower, may at aU times bo 
aware of the amount due by him. AH entries shall be 
made in figures and in writings. 

19, Motif/age fo«««.'~No loan shall bo given on the 
mortgage of propeHy beyond the limits of the village. 

An applicant for such loan must submit a written appH- 
oatior. ^ specifying the property tendered as security, its 
approximate value, his title-deeds, if any, his oiatm to be 
legarded as the owner, a statement of all co sharers, and a 
certificate given by himself that the proporiy is imenctun- 
borod. The dii-ectors shall verify the sfcitt^emonts of the 
application, and, if neoessaiy, shall proceed to valuation 
of the property. The enquiry shall be made iji the presence 
of the head of the village and of the karnam who shall, if 
.members, o.ttest the valuation certificate and the minutes of 
the enquiry. A notice shall, if necessary, be affixed at the 



.21'. Bilis of bank \viJl lend npon tbe pledge 

without deliYoty of property in tiie possoasion of a member, 
such ae the cattle, stock, and produce, moludmg standing 
crops of Ms farm, any maohmos or plant used in his trado 
or manufacture, or iiiistramoute *or tools used by him in his 
profossion; hut not ttpon jewels, farniture or other movables 
of the house or family,. 

The applicant shall, in such ease, give in writing an exact 
inventory with description and yaluation of the proposed 
seonrities, and, should the directors accept his applicatiou, 
ahull execute a bond granting the bank a ohargo upOa the 
said property, and shall bind himself not to remove, sell, 
oonverfc or otherwise .apply to his own use or to any use 
)ther than that of his buMness and of the repayment of the 
loan, any of the articles so pledged without the oonsent of 
the bank. The directors niay recpiiie the applicant to give 
one or more auretios for the duo iulfilmexifc of the contract. 

Loans may he gra.nted :fbr the x)urohas© of .ferm stock, 
implements of trCide, &o., uppn the security of ;tho cattle, 
So., so purchased, though not actufllly in the borrower's 
possession at the time of oxecudoh of the debt bond and 
payment of the taoney^ provided that the borrower shall 
provide one or inbi:e stireties, members oi: the bank, and 
accepted by the directors. Such stock, <§’0., so purchased 
shall be subject to the ; provisions of paragraph 2 of this 
article. Should the borrower so desire, the diircotors may 
supply stock or goods re( 3 [uued by a member for the 
purposes of his trade, industry, or profession, and such stock 
or goods shall: subject to the provisions of 

paragraph. 2 of this artiole tip . to the amount spent upon 
them. 

lntere;5t shall not exceed 9| per cent, per anuum or 
pies per rupee per month, and may be less at the diHorotiou 
of the directors. If granted at 9 1 per cent., the difference 
between 9| per cent, and 8i per oent. or part thereof may' 
be relundod to the boiTOwer without interest, on the full 



i‘epeyment of th& itoi, s«oh differei\oe being treated fte , 

insurance tit! saoh repayment. .ru' 

No loan on such security shall exceed the term of tMee 

years, hut may he roxiGwed# ^ 

SS, may be eitaw 

■with or withoxil BUfeties. ^ u ti . C' 

Loans may be granted on tbo mere promissory note of the 
borrow np to nine-tenths of ibe amount paid up on hia . 
fibaroa or of bis doposit's/^rhetber ordinary or aftYing^ Wo 

snob loan sball exceed brve year in duration. _ ^ ^ 

k loan of any amount within the mles may he granted, 
upon a W executed by a member with ^ 

„Le sureties, eaoh of whom must be a member of Ae 

*1 , 

'^S.iob loans shall not exceed a period of six months, bat 
may be prolonged by successive similar periods to Uvo^yeam, 
Loans on the sole note of Ae borrower, otherwise than m 
paragraph 2 oi tins section, may be granted to an ^mowot 
Lt exceeding Es. 20 for each loan, should the, directors 
approve cf the application and of the status of the candidate. 
Wo member shah be admitted to more than one such loan m 
any one year, ami each such loan must have been fully «md 

runctually repaid hefore application 
Lh loan. Not more than Bs. 600 shall be out at any one 
time upon such loans. Payments may be «^jde by ibstah 
ments and repayments may he received by mstalmelw 
of not less than one-fonrth of the loan at intervals im 
exceeding one month. The repayment of 
he begun not later thau six mouths tram the date of the 
«raat of the loan or of tire first instslment thereof. ^ , 

^ Interest on all the above loans; shall not exceed 9| per 
cent, per annnm or U pws per rupee per month and may be 
t tti- tU&ovotioii of tbo diroctorSt ■ 

®o3 Cash cr«d«fs.--Loans may bo granted as cash credits 

. of as dead loans; they may he secured upon 

m oi «!o, pWg. of n.o«Ho> or P«r«=o.. 


_ ty, or upon a oombinatioa of snob socurities. Suob 
loans aball specially ba grantod for carrying out a apeoifia 
enterprise snob as the improYement of an estate or the 
execution of a oontraot. Cash credits may be opened for 
any term not exceeding one, year, but may be prolonged 
indefinitely by auooessive periods. The borrower shall be 
entitled to draw siieh sums as be may need to the extent of 
his credit, and may pay in snob sums as he may choo^pe at 
any time ; interest at 1 pie per day per R3.^25 or fraction of 
Rs. 25 shall be charged upon the balance at the borrower’s 
debit; the borrower’s account shall be made np half-yeaidy 
and oommnnicated to him. 

The bank shall bare the right to oloso a credit at any time 
on one month’s notice if it is dissatisfied with the borrower’s 
operations j no amount shall be paid out after the date of 
issue of such notice. The borrower shall bo required to pay 
iu the amount at his debit on the expiry of the .month’s 
notice. 

24. Trusi loam —Upon the formation of a reserve for the 
purpose, loans may be granted from such reserve to poor 
persons in sums not exceeding Rs. 10 for each loan. Such 
persons need not he members of the hank, but must, if non- 
members, be recommended by two members, who will be 
hold responsible, for any default by the borrower, who must 
execute a promissory note payable on demand. The loan 
may be repayable in any convenient way, hut at latest 
within the period of one year. Any misuse of the loan 
shall entail an imraodiace demand for the repay.aient of the 
loon in full. Interest shall bo payable at half a pie per 
rupee per month on the amount outstanding in each month. 
These loans shall only be granted to poor persons, residents 
of the village, of good character and hardworking, and for 
purposes of produotiou, business, or economy. Not more 
than three sucoossiv© loans shall be granted to a non¬ 
member, who^-if of goed character, should be induced to join 
as a member. 


26. Grain hana .—Tba directors' shall, ■vrhen necessary, 
puTohaso at the harvest season, such stock of grain as will 
probably be required for loans to members during the 
cultivation season, subject to a maximum to be fixed by the 
general meeting, and shall take the necessary precaations 
for its safe custody till req/iired. 

From such stock loans may bo granted to members for 
hon& fide maintenance and the expenses of onltivation, in 
quantities not less in value than 1 rupeo or multiples of 1 
rupee on each occasion and not exceeding Es. 24 in the 
whole to any one member. 

No promissory note or bond shall ordinarily bo required 
from members for such loans, whiob shall ho eyidonood by 
entries in the bank s accounts, to which end a separate page 
in a grain credit register shall be opened for each borrower, 
whose signature or mark shall be taken on each occasion of 
borrowing. 

Gfrain loans shall be repayable in money or in kind, as 
determined by the borrower at the beginning of the loam 

It repayable in money, the borrower shall, on the oocasion 
of each advance, be debited in the ledger with the value of 
such advance calculated at the then current village rafe, to 
which shall be added i.nt6rest at 1;^ pica per rupee per 
month from the date of each advance to the date of repay- 

If ropayabte in kind the quantity borrowed s.liall be repaid 
together with an addition of one additional meastu’e for 
every ten measures borrowed, or if the amount borrow'ed has 
been issued by struck measure, it shall be repaid by a similar 
number of heaped measnros. The grain repaid must bo of 
the same kind and qualify ns that borrowed, and thoroughly 
clean and well dried; failing the observance o.f this eouditioii 
the loan shall he repayable in cash calculated as in the 
preceding paragraph. 

r All advances shall be repaid within one month after 
harvest. 


P,enaUm ,—All borrowore sharl pay theix duua, 
?^}i'diher interest or principal, panotually. The bank will be 
entitled to prooood against any borrower upon failure m 
his contract, but it will bo open to the. diraotore to grant 
time for good cause shown upon applioatioa, . A borrower 
failing in three successive months or on three occasions 
duriiig the pondenoy of a lofui to pay his duos, shall further 
be liable to expulsion from the society. 

The directors may proceed to recover the bank’s due^ by ail 
legal process, whether by distraint or suit in court, or by 
sale ot any pledged property. 

In lieu of proceeding to the canoelment of the contract 
and the rGoovery of the principal, the bank shall be entitled 
to receive and to recover by process in court or by distraint, 
the contract interest together with any fines that may be 
imposed by the directors not exceeding in any case half the 
ordinary interest duo by the contract. Fines shall not, how 
ever, bo made an ordinary source of income; directors shall 
enforce punctuality by notice, by advice, and finally hv 
resort to court or to executive process, and shall not connivo 
at unpunctixality as a souroe of income through lines. 

27. All members, creditors, and debtors of the bank 
shall be entitled to a quarterly statement of their aocountfl 
with the bank, showing their balance at credit or debit. 
Such statement shall be made up for the quarters ending 
with the last day of March, Jmae, September, and December, 
and shall be issued within one month of such dates. The 
-statement shall be made out in the form of a general list of 
balance extracted from the ledger, showing consecutively 
the balance at credit or debit of each person, all names, ad- 
drosses and other means of identification being omitted, 
save only the number of the member in the members’ register, 
or of the pass-book held by such member, creditor, or debtor 
in virtue of his dealings with the bank. Such list shall be 
signed by the chairman and by at least one other director 
and by at least one member of the Committee of superviaon, 



and shall tie open idr inspeotion by any membei, creditor 
or debtor at any, time during office hours. 

The direotow shall also be bound to grant to any member, 
oreditor or d/ebtor all reasonablo facilities during office hours 
for the inspection by such person of his individual account 
in the ledger, or of payments naade by and to him as 
entered in any other books ot the bank, provided that suoh 
inspection shall in no case extend to any account of or items 
relating to any other person. 

Any member, creditor, or debtor, shall have the right of 
calling the attention of the directors, or of the Committee 
of supervision, or of the auditor to any item relating either 
to himself or to a third person, or to the bank as a corpora¬ 
tion, aud to require au examination of such item by the 
directors, committee or auditor j failing satisfaction be shall 
be at liberty to bring the matter before the general meeting or 
before the Gomiuissioner. 

Every pass-book, whether a deposit or loan pass-book, 
shall be submitted to the bank in the mouth of . . . , 

for verification with the ledger and for a duly attested oiitry 
in figures aud in writing, of the sum at credit or debit of the 
hoider of the pass-book. The pass-book shall be returiftd to 
the holder within 15 days of its receipt by the bank. Any 

e-iTor or supposed error noticed by the holder shoirld within 
15 days of such return, bo brought to the notice of the 

directors or of the Committee of supervision. 

28. Frofits.—ln. the calculation of profits, only dues ac¬ 
tually received shall be entered as receipts ; credit shall not 
be taken for accrued Interest not yet pwd. Past due loans 
or instalments shall bo enteaed at then probable .value only, 
and not at their nominal value; all dues on vffiioh neither 
principal nor interest has been received for one year, and % 
which no deoreo has been obtained shall, be altogether 
omitted. But in calculating liabilities the bank snail debit 
itself with the full value of all debts owed, and of iufereBt 
and other dues acoriied but unpaid up to the date of closing 
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Srae aooountjs ixotwitlx^taading that stich interest sliall not be 
actually payable till some date subsequent to that of closing 
,tho aceounts- 

From the gross profits thus arfiyod at shall be dociuotod 
(1) the cost of administration, including all taxes and Govern¬ 
ment dues other than dues upon subventions or subscriptions 
to shares or debentures, (2) the fixed interest due to mem*’ 
hers on their ordinary shares; the remainder shall be net 
profits. 

Fr^un the net profits shall be set aside (1) at least 25 per 
cent, for the general reserve, until suoh reserve shall equal 
one-half of the share capital or one-tenth of the deposits, 
debenture issues and other borrowed funds whichever may 
bo the greater; (2) such proportions or amounts as may be 
allotted from tirao to time by the general mooting (</) for 
any special reserves or insuranoe funds, {h) for trust loans, 
(c) for the enoourageiuent of small savings, (^f) for any 
operation or matter tending to the development of the bank, 
( 5 ) any fund intended as a provident fund for the paid staff 
of tho bank, (/) for any work of public utility. Any surplus 
shall be paid to the reserve. 

29. 'The bant shall provide from the beginning 

ftufBoient reserve to m.eet probable losses ; such reserve shali, 
acoumulate till it reaches one-half the nominal capital or 
one4enth of the total liabilities whichever shall be greater. 
The funds of the reserve shall be invested solely in Govern-, 
meut .promissory xtofces, or in a Government >Savings Bank, 
or in shares or debentures of State Railways or Railways, 
guaranteed by the State; the interest on suoh investmenta 
shall be credited to the reserve. 

All entrance fees, fines, commissions and all accidental 
profits shall be credited to the reserve. 

This fund shall not bo divisible among the members, nor 
shall any retiring member have any claim upon it, but it 
shall belong .to the bant solely in its corporate capacity: in 
case of voluntary liquidation any sinplus shall be invested in 
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'llie name of the Oom^iissioner as a'nucleus for a future bar 
in the same Tillage, or shall be utilized in sotne work of 
public utility, such as an' endowment to a hospital, the ereo-, 
tion of a school-bouse in the village, tho digging of a p ublic 
■well, and the like. 

Business losses! shall bo made from the reserve unless they 
are debitable to special reserve; siioh losses must, as quickly 
as possible, be made good, the reserve being kept oonstautly 
full. 

A due share of the proiits shall he expended in forming 
a speoial reaeivo from which the founders’ shares or guaran¬ 
tors’ bonds may he paid off. A farther share shall he devot¬ 
ed to the iormation of an insuraiico fund to which shall bo 
debited all losses to the bank on account of the failure of 
operations, death of stock aud other similar losses in matters for 
whioh loans have been granted; for the more rapid aocumn- 
lation of this fund a commission of 1 per cent, upon the capi¬ 
tal amount of each loan shall be deducted at the time of 
granting the loan; such oommiasion to be credited to the 
borrower without interest, in the last instalment or on repay¬ 
ment of the loan, unless snob failure or loss shall have 
occurred, in whioh case tho loan shall bo written off and tl|^ 
commission retained by the hank. 

80. Surplus ftmh md cueA.—All surplus funds and cash 
in hand beyond such amount as is* needed for daily expensea, 
shall he paid into the nearest Government Savings bank or 
treasury, if so permitted by Government. 

81. Stamps and forms.—The' bp.nk shall provide itself 
with a stock of forms for the use of members, horrowors and 
others having dealings with it. It shall also obtain from tbs 
Collector of the district the right of vending stamps to mem- 
hers only and for the purposes of the hank, and shall main¬ 
tain a snfiSoient stock of the necessary stamps. ^ 

32. Othar operationsr—Tho general meeting shall, from 
time to time, decide what operations may be undertaken for 
tho benefit of its mombei's other than the receipt and lending 


ol fi&cls, and within the scope of the association, and shall 
frame the necessary artioles for the efloptual carrying out of 
. such d\ierations. 

3f3. J7wi(>«*~Th0 general meeting shall have pov/erio 

determine whether the bank shall become a member of any 
union that may be formed for grouping co-operative baohs 
in order to the better carrying out of the objects of the 
bank. 

EA.IFFEISEN CREDIT UNIONS. 

The societies now to be described and the Schulze 
Deiitzsoh Popular banks are rival institutions, rivals unfor¬ 
tunately not merely in a generous emulation and in a 
striving for the public gO(jd, but in controversial strife, 
which is the more regrettablo in that each class of bank is 
adapted for its own work and its own clientele, and that there 
was and still is ample room for a great development of both 
systems. 

The Raiffeisen societies are due, as in the case of their 
rivals, to the philanthropy, prescience, courage, perseverance 
and skill of one man. Raiffeisen, a man of slight estate, a 
burgomaster or village mayor, of very poor health, with no 
parbioular property, but of unbounded energy. He has 
been called the Sohalze Delitzaoh of rural Uermany, for he 
has done for agriculture—though as yet on a much smaller 
scale owing to the inherent difficulties of the case—what his 
contemporvary did for the towns. Struck by the miser}'*, 
isolation and want of capita! among the peasantry, by the 
shameless and fearful usury of the j>rivate money-lenders, by 
the absenoe of association tind public Gpirib in the cultivating 
classes, and by their need for elevation not merely in the 
material but on the moral side, he set himself alone and 
unaided, to develop a seheme for supplying the needs he saw. 
Like Sohulze Deiitzsoh, talking and writing were witn him 
merely subsidiary to aoiicm, and that action was his own, 
and not anotboFs ; he asked for no aid but thttt of his own 



." will, hiB belief ii3 his cause aii/1 his confidence in th^ dof 
cffipMties of the poa:?aut; he formulated no great scheme, nor 
called on others or Goyernraent to do so, hut began work in^ 
his own village, with the inspiration of his own ideas and of 
the needs aroand him. He had ua ideal eMou^'Ciye ior 
work ; the contrary, the country rdimd Elammersfeld is 
represented as ,voiy ? the men of soanty^nieans, ignorant, 

yery «\iper 0 titidas and oynrwhelmed by debt, and his 
attempt at co-operative was on the occasion of a great 
fahiine^* which deoimated the people'V; on that occasion,, 
*^ the nsujy was frightful and bread anS potatoes—the 
ordinary food of the peasantry, w^ere hot to be had/' By 
personal efPorfc he united some of the better class in a ‘ Co¬ 
operative society,^ which imported grain (iireot, ground, 
baked and distributed it and broughi down local pripbs by 50 
per cent. ; ho also obtained potatoes both for food, and 
m seed when spring amved. This was in 1848. In 1849^ 
}io started an eii^boiation of the better classes, who (^pntnbutod 
funds with which cattle were bought by the iifiscoiatiori,* 
and resold to the ordinary peasants who repaid the amount 
with interest in five years by easy instalments ; this was to 
obviate fcho XJbuio sur le betail,” Oneof the worst forms of 
usury found in Eui'ope, the cattle dealer often exeroisbg 
the right of taking back his cattle—which remain his till 
the value is fully paid up-^if a single instalntieiit of the, 
heavy price is in arrears, and no return is made of prior 
instalments t subsequently this took the form of an brdiuary 
society, the money and not the cattle, being made oyer 
to the peasant, who therewith bought cattle outright for / 
cash. In 1854 Raitfeisen founded^ a society not only fbf 
granting credit, but for educating orphans, for anppymg 
iaboar to men out of work, for buying cattle and for ciectihg 
a library. This was unmanageable and was wound up m 
1H64; and in that year, the first regular loan society, under 

^ Associfttiou or credit societies for this purpose iiro not uncommon ir* lijurppe, 
aiid will be mentioned beiov<^. 







MfmTdeii at 

KaiflEeissr; wi-.tlio. 

J^^fcffiereioTB that xlLme ^looit^tSea t-oblc thwng|Bg ^MBSa 
1®jS fe alijod filoHB i b Win's tliim, , nsfwiy Htarfami an^. 
itt ISfiP, IJiitsl S7f) prcgiQSs was slow, but Iforio th^ 
ftii yo’T? la’feS therb •»•>» abc^l 

not Ibs^ tlian .1,730. warn reported ; iii 

tW Ifeuwiea’pi^io iSicnfe tbs uumbin liicpeased fern 
is 'i^ to 408 m iS68, to.OM in i.8d0, ,tp 830 in 189i, aa-i 
40713 ^^' iu 1883. In tbs saj-all kiagdiom oiT, Wiefcatoi 
oi the: 0 ''zs i a^ populstioa of a l>.rga Mfidrc®; distriot, 
■itore were iti 1891 no less than ; 4'r7 rural ibfl,ttka of ■ ffais 


hig^BOpiQties fonnea an estabMied aud anooesstui 
^®b)U^y enough, .bis w'ork, tltough in Germaiiy, 
bat : Wen attacked by business men and otheit^ vd ac:couQ!k,i 
of Afi Ohrirtian and pbilan^liropie tone wbioh pervaded hia 
imimgs and jMa works, aa tbough a system, admittedly 
6tioss3fi^l_fann a buHiness and oconoaiic poiut of view, W'era 
the .\vorise, nayavm objeotiunabie, for having os: nrotirea 
■ of action, _prmoipies based otherwise than on the desire lc« 
j^in ! H^d the aeBieties.Won based and worked: on a oixurity 
fajiJidaiioiK the o^'eofcions might have bsm understcod., but 
they are not only businssa asaociafioas, but bosines!? anoet oses, 
and .^^e nofc opmi to Che ropxoaoh. of being feenavcloat. iasfeitu- 
'* ate rWl ffiseooiations of selfebelp and:Helf-6ducation 
,of tW lrigbOTt pharaoter. 

’ 0:'3wdi7a^.~]j; is vrorilr to note carefuUy the 

conddiona. under whrob Baffieisen boga.a big'work, . and the 
coniiiicns of the problem ; it ifi too ccnaaon in thiakiagi of 


Karope, to tiiink of ita gcpei'ai 
ouitwe and eduoafcioiJj, aM to apply tbes^.vag'i'O notioBS to 
mmimiaje the difficulties of tho Europofa pv-oblerd aud to 
e^^caggerate thoso of India; 'Tba' peasantry;of m 

not the cultured olaanes, give the tono and name to 
European ciTiliKatiou and progress ; they a3?e te 

barely instructed, 'while their prejudices, oonservatimi mni 
neurowiiess of iUeiv are proverbial; they are not wealthy but 
excessi vely poor,, are muol I iu debt and by usury to a 

degree, of which this ‘presidency as a vvholOJ kuows^ 
paratively little ; oyhat can be espeeted of 
rast hulk own less than 7 acres pet family,, and a large 
proportion inuoh, less tba^a that : vast of Europe are 

bleak and inf erlAle,. repaying labour wuth' but a bare HyeH^ 
hood often of tho ruoaneBt kind, so that the ;small peasants 
obtain a poor Bubsietonce 'even'in good years^ while droughtis 
aiul floods, hail, blights, and oattle clisecise are common 
fatalities. ■ Moreover, EaM:bI^ hia v/prk ■more than 

forty yeajs ego 'Buropo was not then oven ea row ; the 
peasant had long suffered froxa other ovils> Buoh as from the 
want of communications and of good maiflcets, from; general 
ignorance, from most conservative idbas and praoti( 3 es 7 from 
the poorest methods of fam:iog, from feudal disabilities fhd 
customs, which the laws of the earlier part of the oentury 
had so partially relieved that a fresh set of laws was neoas- 
sary, ending in I 85 O 5 , t4 relieve: them. Hence, it must not 
be imagined tliat fcbe task of startings credit eocietios or rur^J 
banks among the; peasantry was one whit easier in Europe 
then In the Madras Presidency; on fcho cdutrary, so hard 
was it that it took nearly tweidy years to establish 
thar» the first such bank, whiki the wh fchb- 

bulk of Bemapy, Austria and Italy, the whole of the 
Iberian peninsulii and the whole of liussia are still almost 
nnsupplied. in fact, with rural banks for the peasant; ,i:'or 
even the 2,000 or so Baiffeisen societies which have estah^ 
Ifehed the:oQSolvea since 1868, wheii their ^ r§al development, 


b 0 ^t^!,''are bi;is a trifle oven in Prussia alone with its 6:4,000 
'cbm-manea. 

Baiffoison was tiro burgoraastox of a village—afterwards 
of a group of viliages—m one of the poorest parts of 
G-erinauy, the Westerwald ; it bad but a “ barren soil, soenty 
tneaxiB of obrnmunication, bleak surroundiags, indifierent 
aiatketa*” Nature bad proved a very atep-uiotber to this 
inhospitable bit of territory, upon‘wMob the half-starved 
popalatioXit—ill-olad', id-hoUsed, ill-fed, ill-broxight up™by 
iu'ird iaknir eked biit barely endtigh to keep body and soul 
togetber, with the support of thb scanty produce of their 
little piitohes of rye, buBk wheat or “potatoes, and the milk 
and flesh of some half-fanilshed cattle,, for the most part 
ruinoualy pledged to the Jews.' “ That referoace indicates a 
peculiarly sore point in the rural eoonotny of Western end 
Southern Germany, which led Eaifieiaen to become ah 
econornio refonuer, In this country we have no idea of the 
pest of remorseless Tisury yvbioh has fastened like a vampiro 
upon the rui al popuhition of those parts. Even the gombeen- 
ttiau oanftol , compare with those hardened blood-suckers, 
fl’hfe poor peasantry have long lain helpless in tlioir grasp, 
eufferuig in mute despair the process of gradual extinotion. 
My enquiries into the system of sma,ll holdings in, those 
regious have brought me into personal contact with many of 
the, in.osJ., reprcseutati.ye inhabitants-.-heads of agricnlturni 
departments, judges, parsons, peasants. And from one and 
all—here, there, and everywhere—have I heard the self- 
j}|rae ever repeated bitter oomplpnt., that the villages are 
being sacked absolutely dry by the i STows.' Usury laws, 
police-regulntions, warnings and monitions have all been 
tried ns a remedy, and tided in vain,”— Wolff. 

It was this miserable district “ whore every little wretched 
.cotta,ge a*id tiimble-dowu house was mortgaged and .most 
of the peasants' cattle belonged to the Jews,” that was 
sem'oly visited liy the famiao of 1846 -47, aad it was the 
misery of the people that moved 'Bailieisen to action. Such 






. o.iiidiiiottfi of ihe oouitir^ and of lhf4 pecp'io, inai io 
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' tiaore uirpn^^ have I eon aeleotocl* A);d tl'ie 

fiosufitfoTiiS of tt'O probkwn ' we:i'o no Iobs -difficuU;, yiviV 1X)' 
se^'f\>'iy \vi1;kiu, oonfidcnco, courage, tho f^pirit of tliriffc, of 
**^elf-]u?]p e/nd oi rnrJTful h(dp throug'h aeBooi^iXiori lo a poaean- 
try 60 eufeobled, ^uepiciouti a-iai dispirifrc',/er/d to iiu'ipiro 
withcuit miok. oonHdoi'Oo and oiodit that-, upon tho'g\iarau'l/)0 vr 
;p:! subliU:''peai^^ntryj"e:^terxi^ capital;Aoxiid Be,^Ettxadted'td" 

; q^tiantiiiea to,' &O 0 tfeo, ■ poaBaiiiS.' #om,:'^ 

o!)p]'l/ liic'u ‘viUi fund.i for 'iunidonanoe and pvuductiond ^ 
v\^ , ; This ia the problem.- t.uch aie the conditioiis vhioii Eadfoi^sorn' 

.. h.-Ki before ]umyaB.dhin1:fia solut^^ ita rnon 

iriisiiJg/fcrm; ho hm Bolvod tlu* pTobtem eo £::u00est:cuU,);V ' that 
the ey'^te’m k iiuw developing with imruGriBe rapidity, m that ' 
the onrl cl'ne'ift. decad^^ eofnly eeo at Hiet o.,OOd rural 
banl-r.^ ofihia o’^osh in full operation,. Ecr Indie the Bciutioa 
of Ibo prohJorn pro-^c-ruta rm abc^orbing •inleroFjt, for f:Ii©ib ate 
/feWj, if any putts Hioro dililciilt. to deal t.'^itb, than the .soeno’ 
of fhdifelpouk firat aiu.cms, while in this pr(?8idrnoy'alone , 
ihcdetin*! 1(^000 YxUagea far .mere italtahlo than hlajiimars- '' 
^‘^vf^VoliL But tbe,eonditi'''tJLS c{ the county md ci! tho pe«isant?.y 
cldouot 0 >'.,h'.*u 5 t the far-tors of the problem; there m.'ist be; 
imported into It for its solution, the energy, shill and devo* 
tio?j. oi promotera of the Ih.iiftoison stauAp; eu difEeult k the 
problem, that it ha-B nc'wluTO been Bolvod, j'^ave by sucIa 
,». m]>oricd ole'iivmts., and it ia well to reoogkm thk 'at tho 
ontret; givtiU a ik'huhio Dolif^iarh O'l* a Ji:dObhacrt,_and they 
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will bring bread out of stones, credit out of T>overty, isolation 


S', and igiioroaieo ; viitixout them or some sinjilur influenco, the' 
proW'.ni Touuuns inboliiblo. ' ' 

■Genera! Results.^^--The> inca’onso '!n t-iuTibers ims already 
beoo, niontioiied, ^mdit sljo^ild he noted that, this e'^xeurmous 
iaca’ui?e has practically been obtauicd since i8b8 v/h m the 
HOciotioB first began ic develop. 3.il.Kact fjgares are xvo.utirig,;; 
especially 'as it u never certain whether societ'les of a ;r;ini!a,r 


tyo;>e, saoh m thoce of the Olfenbaoh Union ought not to, bo ' 

ipiMPfea® ■ - 
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Mr. 'W'olfE • fir:-> prob,^'bly 

inohuUttg (:b(>f?o that have seoc^ded on minor 
1,73C a re[>ort for l:,;-S9t 

at the rate of '’d least' or;e ; ,"' ; 
a mtder , ■ 

ifi^mbery a id other itexoFj «re mifortu^ 
bfce ■ eaoliVsooietj k ?ri; sfurfing, an isolij^to^Id ' 
Lnnlt aixd a very small and aubupinosS' like rmit; it'''thoa . 

aid is gtadaallj.^ odaoatod in busiiiitsii' ma>i±em;y^‘ 

> i’:s rotiums are imperfeci; "ir nil^ m thct the group 
liicoiuplefe. Apparently iho rapid li3icroa.getit ; 
■i!,as oatnm the organof^.pacity, of the group, 
Ihif „now , omier . r.mcnd.raont ■ .It will 'fco 
Imembeied that the older Sobulpii;: BeLU^soli organisation,, 
jh form^^A in towns <)lxkdi y'> labor' re imdor eii).v’lar 
i(PiOult;es, In I81?0 .it seems that only 57G f>B.soeiati(>ns had 
u iii thei,r aecouritBj and these showed ad 

if.$;irs of iihoitt r£4/3?5,00tk ii,>r ibe ginup .. 

h opgia^l centre of for 1889 are 

follows; 34o in fi.,;io,onnts/tin so uad 2irlUi^ 

.inombex’S or ,l.f)0 oHcht thou .assets, includiiig* ouisianding 
loans, were c£b()l,9Q0;' tb d^posk,., *,io.! 8/ 

£495,200; the;/had lent draing the yoar £.175,000,. ol.‘ 
cEdQ/iOO wore on ao(.x>,U'.ifc'"'CUiTeet^ Similai' flgrures have i-iot • ■ ^ 



been pfetauied complete for later j-ears, .hut. loans 
m^TOaeed as vvill be from the tlgaires giyen ub.^' 

570, 7i930piatlouti of ilii>s ^and othei" gi'Onpa, 
loan6,by,,;the aihoYC‘ 2'k5. a3fi5‘)ci.'dio.i}B were illCV- OO 
of 1885, while the ;ussets of 864 asjiCKhations 
£859,000 as against £501,900 for 245 ^J^;i88o. 

Thoi^gh,thoEostatistic.s Aow loans incoii"tpo,^j^. I pliant►•e 
iiobnize BeEtm-h soeietiea, it must bo (X) 

they.are,of mooh later developinont; (2) thafebir men' 4 n? 
axo soidy agrionltural and poor, r' guiriag (iy ; 

(3) that the amounts lent out are lyot for free mor'^ as a 
rule blit .for several year^i, so that while il i.*,c(^i-de(5.'.>ohuh!c 







-J'j'olitescii t’gm'ea rIu'ai^ w. anaual ivjrnow of periiap^.^, ' \.; 
£80y00:0>000, owlng.to the same Xnmh belog toned o\'-er \ 


threw and .imasi „per .aiinum,*,, IhiJifoiHeit , oooie^ioB., ]:m\*.e:' 




OTdy thoir ca,pit/a’l. only returas 


them, every two or three years; {i) thattlio sooieiiea cleeely , 
t;.xmtoe the object, of the loan, whioi') must be unefaily or, ''• 


procLiotivoly oniplojcd; they do not lend anioss for a go^^ci 


-p^;r])Obe; rocklcss borrowing is eheekod rather ihan ou- 


The vans granted are isriall.; in U'87 in aOoietlpS':' 


|B|||l^.v to at raudoray SOO,, loans were grmtedolbr'',^^^ 


‘ eaok ; of tiiese 35 vroyci below dl5, ami averaged 

aliotit £2 ', . 133 -;were .below .£25, and averag ed i.'0 -8-0; only ■. 




2b wore above .£25, and none was above c£ll2*lO>*{L If; is 
•rdear that these eocietioB have ,tlie trne. poasa;aby theh^-p, 
diouteie^' 

The nuniber of xnomhim m the, varicaiB societies is not; 




known .statistics: 'are' ■ wholly ..^ iniper%fe:,.aia,d;-'::;vya ' 

include .diSeiraot" classes, of., societies.'^';; In 2Xo societies-of 

.. . 






mm 


i. 


Neiiwied ITnion,.there 1885 24,4G<') aiorjrbcrs; 

avoxrtm) there 'would ill 2,000 liooiotiev; bo n^oro than 200,000'.i'4» 


inennbcTs;, .hi, X889 in 464 sooieties of 'l;lio same. Union, 'tbero' ■ 


were.'33,.1601;"' " '3 

.to population is oq;aal!y ' Un'kiiowny'^ih 
'takoT^ 8:t raxidom, 5,207 me'mho.rs (.178 

^3^1 in a population of 55,450., or nearly pne in ton; as 
^Tiio'rnboi' repropcnts a l.iouBohoicl,^ it seems that haif the, 
f ‘^''tion a'llectod dirocTy by those Bociutios. lliese, 
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hoH 

v,f: 


', aro al) in t'ho .Ubine Provinces, wli' i'e fbuy ori- 


i^i 




. 


gina,;<; i,h^J are far nioro nu'!iM’rou.s than , .. 

<?lsewhai,'..^ ■ y" '-33 

^..hor Wu^yiihorg the statistics contained in the ITniow 

of A'<}(st 1892 for the year 1801 u.rt5 fi8 fo]iows; the y, 
nh, ^rx of soo^ics was T77 with 37,429 nioinbers, boiip; an . ',3^'. 

of 2is .s'deties ■ ^.nd 5,969 members over puT> ■■ j;|3 
vioiis ^ ^; the of the societies, viz., 73 mombers ''^'4 

sal 




'ti*Qf.awo»t.h;\\ Q£ 368 reported business to tlio 

motuit of £1,473,S84, assets as i'Sl7^92Sj Iiabilitiv'S a?; 
£614j656, profits as .;£3,490, reseryo as ^10,926', and share 
: e apiW as £11,883this was an increase of about 30 per cent ♦ 
over the figures of the: pnmotis year. The Savings banif b 
ate-ob fid to bliern wore doing a good business, whdo the 
pi^r-ihaseO fodder*, seeds axid fruit 

(for the manulactiiro of cider) for nearly £17,000 were 
do^ibto of the previouB year. Audit was 

earrl^ ^oat by tfo IJnloB in ro^peot of the management 
and accounts of 266 societies in #0 usual fashion, vk., by 
the timsmssion of the books to auditor and his subset 
qiipht visit to the soci oopt was £320, to wHoh 

the State oontributed £180 ; apparently a good deal of help, 
not mor<^y pb contributed by the doyornmeat in 

the Public and Agricultaral. Departments* It is couBidered 
that tho is gradually rakifag the organkation of the 

loan societies, strengthening their improving their 

oreditj and ueTblopmg theiraotivity. In proportion 
as the number jornirtg the Union mereases, so does the 
coixviotion of their ooiiimuiuty of interests The deve.fo^^^ 
ment hf this feeiing is one of the highest aims of the Union, 

Taking a single Bhetdsh sooioty as an exampie ; Efferen 

is 7 miles from Ootogno,;, it has 1,600 inhabitants and i'v 
souioty with 12i members dating from 1880. On December 
3M>;1887, the xifiem held £992 in existing loans, its 
aunualissue of loanrlboing abput'£390 Tlio Savihg^s '‘^ah 
attaohed to it, whxoh chiefly supplie^^^ funds, held b-^ that 
date £lji992 in deposits under 238 accounts 183C had 
added a penny bank, and, in eighteen months, it h'^ i'Wed ' 
against petty sayings 333 cards and 4,S04 tokeds 

after the fashion of the English Postal pavings ^ 

their acouihalatii>n cards for penny star^ps, (Ze ' 

There have been no actual banlcraijftoies diu ring 
ooiifso of opemtiqns; in the earl;^^‘ days r ,omo 
were wound up, bht no case of /bankru 






Evc'i.’/ oue of 

fifioTj, luxtowriioifa,'agrioalte^^^ 
and adxaiiiisf ration solely rii.'al and ot 
aociety is d*;iiv'i^yL It caiiiol. be doab^d 
md .sucoessi^;! working of iaaD.y liuxicli''edK 
jpjiHt _bi*:ire lYU eii)t’mo'ag euncatiorii^l eSoct, 
tho puHiouI/.i-r jirincir'-e,’ of t'heeynicHn iim: 

Tefjult to the mric/jCTi^ :w in fact maivcUoujij 
been ouBred,^ and Uie peasants givori. a new cliaiivio' 
iio|) 05 ; men are' tempted to mve, taught to ■ nse' 
piMclnctivoVy f idle hoards are gathered ba'aMlaiBed 
tho j>pirit of aBijociaiion k'/ievr.oped^ liJffes 
tainfl-ut., nw ideroB .baooumted, and no,w . methoas of, .epinpinie^ 
and BQoial progress encouraged and developed,.. ’ The. resulfa, 
gb fxxidiurr ; ovdng to the Beeosaity gx'ouping th^ societies, 
Ooirtial asBcunrfions have: epimiigyup and these are-perfona** 
rpg moB't irnpovtant duties; and devolopingponyvcorf-ori lineup, 
iliej prcrn'do marmreS;, liNvecIs, implements.,, &c.',^of gudci 
quality and at low rates; an mBuranoo department to ixisixfo 
against i.h.e efiocts of Isail, ' cattle-disoa'^e, &Ofj’ iB'‘'b 0 iti.g , 
i'o.v:fjied ; tiic.re aio special'assooiatio us for dairymg,v v;dhlb ’- 

d^diufoilowing* from Mr. H, W* Wolfits work' ‘ 

(18\'d3) tiic ganoral results 'as lie hhnsolf has 

ihexn;--^, ',. :. u,;;.' 

• *■ Yonjihok,-! (.nf-b the vaBcy cf tho UIilIbo, wlici'O hhe : HaiB’dfnin X'lmBP; 
'y t'Vf 5 o7ii.v^( :;it '.vbrk Jtnd observe to v/hat extent hoiTic?e havLv 
■‘'•'•o/eft, b*^on:.imp'royoi:’; bo'W, ;X).\ac.lH^\cry ■ 

■' pxivi^i'p .,;to,i }i,n(l bOi^i uud feeding 6(u’n;d j how tbe vmt^er 

4^'0.0e0 t ‘o w>U W’pi’cduce for cmh 


,i double the old iatcr bt' 
U poHsant ; can new boy b;s a6.plom{:7:kli)> and raa-nurhs of 
clieapcBti' v/ho'u'.Rale rHces., ,atid > to a laryjo 

j hank/'naiBscM^I> out of/notbingi ft?} it’ 
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^Sobake Delitzsch fcooieti^'S, fio]in ti e Eaiifeisen 
principles of aotlon are tiiose of self-help, assooietion, gioHcJa- 
rity, pradenoe-j thrift and public spirit, to which, however, Rai- 
tieison added unselfishneas, in Jthat dividends are forbidden; all 
profits, less fixed interest on the very snjall shares—-iutroduo- 
ed only in bbedieiioo to the law—*go to a common fund to be 
used for purposes of general utility, and not for private gain, 
Raiffeisen, like Schulze Delitzsch, demanded no privileges 
for his societies, but was content to base their sucoess on 
honest, energetic and prudent action. In the wor^ of S. 
Wollemborg, vvho, in Italy has founded similar msututions, 
he believed that when a whole class--tho peasantry—is in 
danger, when the need is general and abiding, no kind of 
Tuoio assistance^ whether from the State or from individuals, 
is of hny avail; rather is it miBchieVous, for it not merely 
laeds men to count habitually on saoh succour, a ^^aocotir 
which must fail at last, and render more acute the oonsa-. 
quent distress, but it gradually stifles the feelings of j^jelf- 
relianco and personal responsibility*’^ | 

Whether ho was right in rejeotiug or in not seeking 
ioinporary aid for nascent institutions, is arguable; success 
may have been delayed by the great difiioulties of the start; 
on the other hand, when achieved it was undeniably due not 
to external aid but to intrinsio merit. In actual fact, two 
or three advances have been made, from the State apparent¬ 
ly as encouragement or premia and as aids to audit (Prus¬ 
sian Agricultural Report, 1884—87). . 

A great deal has bben made of the differences between 
the^^e anti the Schulze Delitzsch societies, hut on analysis 
both seeni to have similnr aims ; thrift and the promotion of 
general woll-bcing is the common aim of both, but while 
Schulze Delitzsolr places thrift and saving prominently 
forward as the chief factor of credit and of progress, Eaifioi- 
sen, rbile anxiously promoting thrift, desired f-o guide the 
peadBum towmds unselfishness and public spirit rather than 
to mcliv ' pi'ofit, Schtfize Delitesoh encouraged thrift 

' : ■ V ■ 
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’ attrr/;tisd (jupital % giyiiig dividends as large as possilble 
;,go tlist JdiW’o is a te^derioy to opposition betwebn boiTOwing* 
and non-borrowing m(inibeTS,.aud possibly to ansafe extoji" 
eiofkS of credit and enterjiviae; Baiffeiseu allows i)o dividends, 
but only rsnA'Ot inforest on deposits, and all far^lier profits 
go to a resei'vo; there is bat SBiall share capital wbiob. is in¬ 
tended-(1)M-the orfHnar;^^^ purposes of a reserve, (2) for 
purposes dl'public utility, Exaggerated views prevent the 
partisans of either side from doing lastios to tbs other; both 
are do^^ng a great work, ond' ■wliile the Schiil^o DelitZBoh 
banka aj;o for ahead inIpnmters arid opesration, the IMffeisen 
tBOOTeties deal with problems of far greater ditfiOulty, viz., 
the advanoing of small loans for long fcemiS to men wfiOi 
though they possess some propej-ty, obtain their profits only 
•in mnall instalments, and after considerable delays, and with 
a certain mnoiint of preoarionshess and unoertainty ; the men 
themselYos, moreover, aw more cbifionit to deal with than the 
oompfijatively businosslike avlisan and tradesman olaisa. 
Hetioe a oonsiderable divergence in mothads as well as difci 
enooin results, - : 

The pfeioiple of -solidarity is conimoM and essential to 

both; in: the one it is simply a means, of obtaining credit, in 
the other it is not only that but a bond of brotherhood,. 

Genmil FefXtitres.—Tke chief feataxes aro (1.) that the 
fluoiety is absolntfjly local, the iimits of n bomrautie (vlilage) 
being sirictly niaiata.ineid tw of membership and 

of operation; (2) that fite administration is equally local, 
members alone being eligible for appointment, and is abso¬ 
lutely gratuitous; (3) that there is but sma.!! sharp capital, 
all fuuds being borrowed on the guarantee of solidarity and 
oveatuolly of ihe, reserve ; (4) that iheio are, therefore, no 
dividends tc pay, and all profits go to the reserve ; (b) that 
Only members, who inuet be residexits of the commune, can 
get loans; (Q) that loans may be of long te.rm, extending to 
ten or evpn twenty yearaf (7) that, as far as possible, all 
funds are the re»4t of local tiirift. 
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Sfi'jiot/ of agricu.itu:nftr<'«, latoiirerEij ead riij.o];ik«oj)o.iv- ojjifcd 

; 1 \ f.^ i l« 1 . . 1 L . - I .J . . . 


'for comraO'i laforosts; at l;.rit a fcfw of 'tho bettfr eSf.^s atiite; 


by oxaraiAe ind •pi'pcoptj, draw Id otbora, Tb© Srtt, 

. ' ' " stHfifi !iifj ani’'^, I'snt ort''’0 ffiirly starU'd, tlfore* h IitMe aiffi-.Mif.y, ,, 

ailyattfagfis ar0;'inMiif66t;t4;al}d;:Ibiii,;cp?sid 
tlia , viltag« bot losis thdn 'Jbbr: ;'.aio^ 

i'WS,' 2,000'inliabitantii; Severn’ email iiJIigea imy UKib> if tW7*l|S 
amoj'l jCoj' a‘,epr',rat' >'0«i'et>. This [•siiuiliilu 0£ rodtriet.w »m.i v||| 
||p^|||'|is,c!o(!in.ed;e99eiitialthe, baiik-is ,tb:a0 ,afc tJie 

,oan be adnimbtei'c* grf;ttjitou::jly. iaQd:|)y;jbe, most ::,:tm 
'of the oom/ftiinlty;?: ;ii has:po)rfeet«knG;?idod 
dates, n:nd^e^ia;:,,r^e(^b: aK:^nnwortty,-p|hbO;'b|<m^ 

f.'" uoxd/i bo b'kely to (linot'P'Hfc the koc-.oty; It telirte, tlmrc-bre, 

1 ''d'lfe. directly, oy reason riE the ndvautages of inombwelTip, to eu- . .. 


uonrnge oi; to incite mo7i to induatvy, thrifc and sobriety 'IMSc 


i’i'i‘'=3t of the itbontab prov'.acoa onf);' e>,id: “ The Unk 
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done ,, more m 'my iipiM-isii ,ior moniUtyf.tban:b 

permona ,,’hit,.'bM''tt-|!erfedt'ppgnizaaco,; o|.,.^ 

' , ,' status of would-bo borroweis, aad it cauarddooti oxambio '«■ 

the pnrpoBe of ovory b'au luid enii'foo its duo 'jmpioymniit,, 
for ia a village alt is open to the eyes and oars of nil; A 
o;dabli8le,fiam‘ng the imnnloi:? .'.ho bonds of oenfratwiiity 
ami: tandshe substitute, ^^ssopiatioteefpr 

aefciTO^ oompu:.nal. : ^etepafaobai|y' 'frep, ahtteb-':f|rf 

'dti'al, ittolatioii olipi'inortiad 

and. ref win. All nro adfni&siblo, oveu thb' pooresi, who satS||j|ite' 
fy tb .0 administeotion tluit fhoy s^re ■wortliy ( f membership," 
nud, a.; viTiU be seen in Italy, ibc more possihiliiy of J->iidag , ’-jjM 
a rioeiesy has leolaimed men from d.rTti'keimo33 and extiRTfi,'' v.-fl,}?; 
gance, and bes given them ao impetus to fobrioty, toduolty i.l' 

end even to edneation in its erdinfiry souse, ' , 

O/ykifs o/e‘S'efo'ahv.---Tho.so are vv'oll expKKsed in "soctioa 
2 of the modol ArtWes : - 
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The utnrel, of the society i9'lo imoreve t!ia ei'vi'.do i of W» mamhora bo^H '>.,») ' 
ti'at rially 'id luoruny, to t.ilw the neueaiiftiy stops fov dw BROio, to obwiu ^ 0 '. ’ 



^■'r^-^ S i’-’ V '/■■■Vi!':':; 


coiMi^n of 

^Hh ■( 3 );'' 0 c-Qpe::atiriB prc^uctOTr isad sale. ''‘'^■:'lpfej 

|^4j The pti*».bSs9j wKolesale, 6f fw<3-Stsffs a^d 
H ■ ’■'■■';■ "■ taiBl n£iess®a's.M:fiieir'retail sale th' 

-r . . ■ , — . ■'t.J r-,'y',-f. 

H\'' ■■:■'■ ■■ (5)" Ttee'ifei|tifciSoii of xT^^e^af^nts-ti^r''BccVisJ- . 
jat^^'; ■" ’'"ijiiiTy'lQr ' a^fc'iibaire ■' aixi''- iiniffit^iii. Ui ^pc '■ tktc 

•^-'' • 'm-^iixi3aotu^;- "■ ■■;"r-;,^-v.: 

cbjecrfiS ^co-iOT % wi'3o field.; ■ acd/'if 

^ belief ; B; hi oiaiiaed- 

.f^re, ac^ttaSy (fcT^lo;^aig' m tbo'''feec^n ■ 
S pi^ Bi'^atedv-j^^ w^ W soon below. . '■■; ■ . 

. iiffic 0 d".tb,ai;’intlie etlijact of iuf-’" 
'a'' ^itfe-|nei^esBy|r Vm’ of 

■fe^:ili!^BJi0inpera aiidJcae prin,,' 

.^^'"resiiitv-bas been ■ pre^iy ffeis ;■ tlie usurer ’ b^en 

'feHa,to dovebjp.iffiSr 'farjrris qj.' {^, 
4iQBtwBi'\ ^ premans iqtiidsttoii Ws sraed io:' rn* Xised^d • 

:>""f '.„■ " -■■■■■' '\ ^ • . ^ 

the meriibnt was a ne^hbonrj hi'i .oharseter bno;wn, the 
tvhkhliD intended to put the loan find’ hirpower of 
it tos examined, the xnanf^ ad ^an^l and ito 
■tlmtg was &)ne. c-:'. ’ , '/' 

: following paragrnith^ ai^ ts^^^ l^on'i 

Hodel Abides of fcom . eewnroes : 

Ajf&leis, id jgiourae, diSer in vaaiens ^cietiaB, but are g^nAml* 
ly Mttdiar l:o ^thosa^^ m (pT^r M’fer det^riG 

* iipdel A rtMes ^ in another amgn ■lix.) 


M'mhem .—All adtilts of either sex, in full possession of 
their (ivil rights, may become members; admission ia wtmS* 
tioned by .the directors, with an appeal to the committee of 
eupervision in case of ^ojeotion. A member may withdraw 
or he diamissed ; the statutes detail the oircuinstanoes in each 
case. It may be noted that dismissal is noceapitated by the 
removal of the member to a village outsidb the society’s 
sphere of operations, or , if he joins another society of deli- 
mited liability, in which case, of course, the original society 
might lose its lien over the member’s property. 

Members have, the right of voting at the ganeral meetings 
if present in person; females have no right'to take part in 
Buoh meetings, but may vote by proxy. Every member is 
entitled to ask for a loan, They, are boiiad to answer.in all 
their property for the debts of the society, to pay up their 
shares, to obey the rules, and to watch over the interests.cf 
the society in every way. . , , , , . . - . , ' 

A4m}mtration .—Naturally the best men of the village 
form the original members, and therefore the original ad* . 
ministration; the burgomaster ( village head), priest, school¬ 
master and bigger peasants usually form the nuolcius. The , 
eocioty always has a board of directors, moladiiig the obair- 
mau of the assooiation, a oounoil of suporvisieu, a general 
assembly, gSd an aboountant. Regarding these, orgacs 
jjiuffeiseu said “ directors decide, the accountaat exe- 
committee of supervision oversee^.” The directors 
eleoteii by the general assembly represent the society, and 
ba«’e th® management of affairs, including the admission 
and eseksion *oi internal woih of the office, 

the enquiry into, grant of, applications for Ipans; a full 
desoriptiott of their 'duties ^ i|oui4«i the Model Arti¬ 

cles. For fWoilitatinf loans each .Erector has a register; 
persons in his immediate neighhourhood or hainlet apply to 
him f<?r loons; on his report the directors consider the appli¬ 
cation, the object for whi^h the loan is demanded, and the 
worth of' the sureties and df the applicant. The president 



*r his repmentatiYe, or, faiing thoixi, axuein'wr of tho diwio^ 
opato siJecially oleoted by them, represents tlie scoiefy in its 
:oapacxty of wember of the Oedtol society. The president 
has otbor dutm, md is held speoially aeoouutablo ibr the 
cash and the correctness of the books and bknee sheet, and 

for .;arryingv out the decisions of the directors. 

^ The council of sapemsion has a general control; it is 
poxmd to see that the directors observe tho rules, and that 
all resolutions are oarried Cdt; it is required to make a quoi''. 
terly examiuation of the astats and'rlebfs of the sooiety 
ivdien the position of eaoh lean, its then value, the use made 
of theioan, and the status and solvenoy of the debtors and 
%eir sureties are examined afresh, Hence any' deterim-a. 
tion of amestate, any mfcappiioation^^rf any degrada. 
aou of a deotor or his surety, is at once known, and steps 
oan be taken to safcgitord the society, ‘sinoe the members of 
the two oouneils lesido in tha village which forms the sole 
heals of the fianb, It oan, moreover, examine fho books 
cash and, securities at any time, snspend the directors or 
aooountant, and call t a gi&eral meeting. Ife numerous 

duties \vill be foahd in the model Articles. ' , 

The general assembly is the soarCe^o 
petty: d0mc>B?.’aqy. It docsides t& gefteraj rate of interest'to 
be demanded from boii'owers, ahdisHkbly to keep this as 
low as possible siuoe all thC ilaombai'e are probable or possible' 
borrowers, and: sinCe there are no dividends to pay to invest' 
OTs, 'On tho other hand: it requiks an influential diteojorafJ ' 
^0 guide tho nsseSibly, 44., in so fixing interest that 
may accumulate into a reserve as soon as possibio. anu ^ ^ 
impmve the material guarantee for the borrowed 
No diffimdty IS kundimpmetiee. as the original kZf' 
mi therelore the priginal directorate are the 
ed^ 3 nhuential men in the village MeeiiniS^ ' 
-iold at least t-wiGd a ^ 

or . t«h rf tha 






JS of'iiiev-3ooW k found ver/ effcouvo 

5.rfSl iou(din-r in feese ^and cdhor _BOC^Qtlps^^;. 

dooldea m-.Attt.'8 Tdiiob, in un,ordinary 
.^att vu:..!! by du'o.turs : it i8 a 8,mr.U deno.-aoy watfr Orreot 

"DTitiii.;,’; powoTs. ^ ■ 

reiniorod )>j, t3,?o admixiistraf;.(«'! uro absoiu i'iy-■ • 
^'45tSt««3 ^ only osponsoyout of poolret, if any. are payabte 
'io tb..n; Wio area and number of operaf.ions being epMll,. ^ 

' ■aPfl ib.e-d,;ccounni simple, Idiore is brd^itfte IwnWe. ^ ibp 

ace.ouB',:xiit is the only paid official, and mast not be a mena.!ef 

of idi hex comvuittoc; se. uri:ty, personal or 

from bim, Ho is geacmlly tlm village aciKK>l..mt«va-.:r, Boxrie- ■ 
Liuxes a forest oOiocr, freimently a tax-colbactox, onO.jho 
^ remuneration is small. In lndia tbe rcboobmarter, monigar 

or Imniaiu would aalurolly hold the post, r-uoie is m 

neoanmy aixmt tbc ae,man and Italian arraugemxmts ymy 

.h lldng tp an, Indian observer, who is -nooumwnmd to see 
overy polry Indian assooiatien- village nidon, rcaumg-romc,. 
&o., np.en.d .)ru;.olxoi,its soanty tands on establkhmont.. 

The acJOU uts are simplo, sometitnea rough ; but they (tro . 
I, xicvrregulaxty tuulitod by inapocvxrfB sent round irom_ the 
i <.!>rlr.d office of d; group to which oacli sooiecy respectively, 
!' ilmgs, th mo inspectors nay f reqnnct visits, point out errors. 

■' ' ndaiu the proper raothoda find forms! of boob-.heeping and 

' ^;(gcm!rally rs^' auditovu ui.h:n/r<i^ Their servioca nre‘p^d 

fo;"'pot by each rooiuty, but liy the central o,(m)0 to 
' to which each society smbBcvriboa.annually.^^^^^^ . ^ , 

^ Pill bo olmmved from the obovo that rot only is thn 
I-' i vr-ot of li.e s,x,oieties (l..'i)Cudoi),t upon local ocrotion, 
''Tfto ' hr^^' started, they bring men togetbtr inatoiou. 

. ,mt to.. . ^ ^ ^ „,ost nsctul and enlighteneev 

aod t,enu t. net xiun-ely centres o..e oconomie but 

Moreover,ythesn 


tliiH I'--’. mLonded to *3otclop 
irabers .of every dagmi^ m 

■ • Tho 
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■- 61l pi'Ogi’esB in the villago *, the peasantry of Oamiiny are 
not vary idifiereh'^^ from ot&h; peasantry ; it ha« bsen only 
hy the unwearied and ;inpessant dov6tf<ju aiid energy of 
Jiailfe&oh and, his indtheiiiato' disciplos in this propagam ' 
jhat, after many'yGarB ef kfe anel oxaniple, theso sooleties 
have won their alow way to acoepfeince hy the viUageja, In 
. Botae oases the suspioion'if the villagers was overooino hy 
the fiot that their piirieipal^ men lent money or placed, 
''cfinsiderable deposits in the:" ^ banh; ilhis , gave conft-', 
donee, whioh, oaoo gi.V8n,;^eoon esta'Wiflh^ 

the position of the Booiety. It is invariably a! case of local 
, ,enjSrgy,.Tloyqtidfl and i/ , ■ , ^ , 

; ^S7tai'6'S.~-IIador^^&^^ of 1868 it Was hot .clear w’hether'.'-*; 
a share-'tapital was a ueqeBsity i it is now placed, beyond ' 
'rlOubt by the law of 1880, and oonseqnently the Baiffoisen 
Boirioti6.3 wdiioh ,fe rejected the Share ^system, now 
recittire each taenibar to subsoribe a small share, which, ' 
howtWor, ‘only averages lOs., and may he much lower. 

' Bomd Bus question’was the ^principal strife between Schulz© , , 
Delitzsoh and Raiffeisen j the fomer, aocustomed o.ujy tq ■ ' 
towngiiioli, who eithei' had no property but only wages, oi‘ 
who, being in tradd, Were Bubjeot to unseoir risks, ; and who' . 
operated in trade^^ entirely out of sight and out of tiiq, ' 
control of thd society, obliged his associates to s’absorihe a con- ’ 

^ siderable share-^oapital as a proof of their thrift and, sobriety 
and as a material guarantee for their inciivklual arid corpora lo 
de|)ts; but the Baifieiseu ahoieties, dealing solely With * 

. ngrioulhirista and poquired . no .nuah seouri%^^^^^^^^ each ■ 

member posBessed in his little farm, in his cattle ni;d imple- ' 
■men®, &o;, material guarantees far beyond thc«<e- of aj.)y 
subscribed shares. Moreover, a peasant, even though, ho 
possesses property,, has sol'dom any in bund, and his 
■savings are neoessnrily and be# inveslW noy in :,a . Savings 
bank . but in his 'fields or farm-ya'd; finally, every act of a ' 

peasant, the state of Ms crops anc) ®t<^oh» hjs personal possos’- 
sions, the noW dress he gives hi^riyif-o» nay,, every visit to the 


) 





'pttlblio house, is pcvcfootly 'iveU knov^E to evoiy olK.* villager. 
;Por these reasous, Eaiffeisen oonsidered that a share-eamtal is, 
not only tiaeloss, but raifichiev’-oas ; nsuiess, fox, as calculato(li;^4 
^iiflrea o£ even £3 only add to the guarantee proyidod fjy the ' 
polidaxuty ; of the Bieraibere of his sooidtiee aiv additional 
guaianwe : of 5 ^ 6 per cent, since the, aggregate aotual 

.propoj'ty of OGeh. member in lanil, hoTise, furnituvo, stock, 
1^0 probably nyerages ,£60 in value ; misohicyouH, I’ot it 
kt'ops money out of the land, irembers xjut cf the .st'icioty, 
and induces a Ixabit of looking lor . dividends, v-ivilo the 
necessity for giving dividends, pr:;' imtO) retards the aocnniu- 
lation of the resexva which io a piimo necesaity. .V/bat a 
po.aaant wtaxts is often not property hut (amply cash; ;lie is 
tiot a pauper, hut he requires'floating capital; ai'.'d tc 
demand a sulwexibed sluaro, the value of which is to bo 
permanently locked up, may be, in view of Ms property, sin 
■ uunecessary, bm'vlen, Euitfeisen, in oboying the lati'',, fixed, 
ti'.oretore, the shares at a very small, amo'ant, ivhilo oinourag” 
ing the peasant to place any spare cash in tUo Savings beak 
litlschod to the sooietj , whence , it could be withdrovva at 
.pleasure, , .... ../y ■: 

.tka thero ere, however, shares, . there are now dividends or 
ratlier intorost payabio.on thexn; tlio rate Js fixed fii Xiuatly 
be the committee of sxxpervision, bat 'must not exceed the 



i-ftte df 'mterest paid by the society on its benwinge ; the 
'imou'fit is credited to the shares until they are fully paid up. 
The general nieoting may dotermino that thure shall bo no 
dividands. 

Shorte cannot bo tramsferred or pledged in any way while 
a member .oontmuea m the rooiety ; on quitting it he is 
entitled'to his share valuol 

'i’jiia consists of the whole not profits after pay- 
■ ing the fixed htei’ost -tn deposits, &o., and the cost of admia- 
istretion, and is fully dealt with in the Aiti.eie,s. It 
belongs -iio the sooioty in its oorporate capacity alone, and no 
ixidividual has any ohim t<> any portion of it. Bhonld it. 
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"^tam an amount larger than neoesaaiy, the general assembly 
otm devote the surplus to some object of publio utility, such, 
as speoial beds in hospitals, the improvement of ^the village, 
its water-supply, school, &o., or it can lower the rate of 
interest and commission on its loans. Should the sooiety bo 
voluntarily wound up, the reserve, less any duo debts, must 
be paid into the Imperial bank, or placed in somerecog afied 
inveowment, there to accumulate at compound interest till a 
now society, under Similar rute;» shall be established in the 
same village, when it is to be handed over to them as a 
nucleus. 

Hitherto, the reserves have aocumuUited slowly; in 1885, 
out of 245 associations, only six had reserves above £500, and 
their average was only £103 ; in 1887 the average had 
slightly increased. In all cases the reserve is banked with^^ 
the Central bank hereafter described, and cannot bo used in 
the ordinary business of the society. The reserves appear to 
have been kept down by the low rate of interest and ■com¬ 
mission demanded from borrowers, who pay considerably 
loss than the members of the Schulze Dolitzsch banks. ' 

In spite of the weakness of the reserves, the societies have 
found no difficulty in borrowing, and ail losses have hitherto 
been sucoossfudy met &om the reserves. 

No entrance fees payable to the reserves are charged to 
members. 

JFmtlii.—These consist of ^ shares, the reserve and 
borrowed capital. The as already statg^p 

insignificant in amount; the reserve o^^nnot bo 
ordio ary business; it is oti theii* borrowed 
societies work, thus fulfilling the chief function •'q£ 
viz., tliO collection of small oapitak c^nd their (jistrLbution 
for productive use. / 

The societies have not wanted for o ^oept at the 

very beginning. At first Baifieieen fonn,^ bn^g only mtli 
Very great difficulty and amoaget the who were 
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fnei^dly lo ilio onicrpm-e; Me first eooioty conM St^I no 
^VieBd'^ till a partieslar oapitalibt oanH" forwavd ami Mnt 
about <£300 ; gra:dually however^ as tho i^ieoiirity arid 
reg^ilarity oiVthc sook't knowu, monoy froui tho 

country riid(r began to dow ,in deposits, so tiiat a Savings 

bank? open to ali persoic^ and X),ot. merely to mombors of the ' 
fcoolety, is now' the usxial adjunct of a society, wb..’ch. draws, 
rnueh or eveii all of its fundcHdm^^ is found that tbo, 

funds supplied by moiD.bers of Iho assoeuition in tbie , v/ay : 
are assuming a larger sluire of tbO;f'ota.l funds ],forrow'ed, vk.,; 
alro'ui throe-tenths, and that these funds aro being received 
in ^;maiier a'lid sniailer instalrnents shovrlng that the-) smalfc: 
peixsanb havo been rcached, and that the hitherto inactive ' 
driblete of capital aro floydng in to fortilizo the very 
cneighboiirhoou in wdiioh they took their rise; these are- 
? assisted by the penny. ( savings ayetom men- 

, tionod abovo. In some associatioiis the <ie]josits of ipombcrs 
receive higher interest than those of outsider.'^-; and a large 
r/an\ber are actually financed solely from the proceeds of 
thiB savings brarvoh. The confidence of the people In the 
grci«t security offered fcy solid-.riity of the societies, most 
\dios 0 members possess some ,material -property, 'is .rihown by '|||;' 
'•'the -fact that in the great war of 1870-7! nny amount ol " 
funds was o-l!ered to these sooie interest, oapiial 

"booking Bocurity only ; it in the official 

^jpTnission of .enquiry in 1875 that the jiaiffeisen sooiotios, . 

fw. nature of thoir own orga-aization, though then In ^ ^ 
^;V^'-T;:.i;anoy, sufferod in tijue of panio less than a'uy otiier /'Pi' 

Muder3 were also 

^ 'fa tho inj^^^^ and even more 

« ' ^, 7 ^ "'•'■>terest to lenders or depositors; gradimOy this 
is pau:l as ib .»■ /' i on ^ / 

. i, .'orTvOeJ, Wv>”»* PW -P” , ,, . 

’ 'Ir. y '.nd of 1385, i^231,000 ^iu 1838 tMa lia^ 

increased to above i300,000, 
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-I'boec aye for all hrms from la tu6nfch fo ton o' 

5 ':\':''^^'Won twority years. Mortgages are not refaaod^ in^tpersonal 
^ 0 ' credit is th^ usual form^ one jy two sTxrotior. aclding tliw 
fcng;aaturee io t'l’tai) of Ibo borrowov* CukL or'^dilb are also 
gratit'icl Raiffeiserivliko Sobul^e’Delitasoh, Ixlievod in tUe 
'-'efficrxc} ci’ pcrsansl security ; it brings togfitUer tlio lae'uxbers 
of a (sooiot/,' and sixxoe a member will bo voiy unwilling to 
' cause loss to his imvnediate noighbours, ospeciaily those 
'•, ’o!''' ihavo beoomo security for him, it is onouf the nio,?i;t 

modes of securing xepayment'if iu>t punoixmlity : but ho 
directed his imiities to he very careful not to aceepf, oiLber 
•■• ;.s principal , or aurety, an idler., a'drnnkard or a 

sihico the oo'^ictios erro purely local, it is easy to avnid 
suc'li porsoDS ; hence there 5/^' not only great security to the 
sodeiy, hut a direct iiKluoemeat to tho idle, oxtrMwag^xnfc or 
vicious to rcEorm in order to,become members of thoso n.'joful 
T’fh. societies; This is no theoretioal Iknxy result of 

,■' experienco; both in G-einxccy and still more lu Italy is tl.io 
b ' evidence nbuiKhmi Ib/vl ihose societies do reform' thoso very 
■'■' 'olassils; Wint thosy ])mxok tt.mp..a'arK;9 Aticl a raca'o 

j. 'praoLieally tliau Kfmnoiifi, is tho ovideneo of piioshi thijm, 

y; y■ 

y' Whoa a peasant daBirea a loan ho appliOE oither to tho' 

'oifiGO or to the (Iia>ofci.,r ]ivi;.jg in liis uoi^’hhourhoofi ; onrptii-y ^ 
is tlioH laado r»s to the candidate’s solvonoy-and ins guaran- ' 
'teo8> and as to tho nso iie iutoncls to raako of the niouoy; • 

'this kttov is approved of, the dates and .!a6tahiiont|>'j:,f , 'I'f.ie'' 
vepaymont are Bftilod, always in such a in.‘inn.vr--and this nj: 

■most in3.portant—that tho periods and amounts shall' 

agree with the proi.'ablo receipts of tho horrowor; |he aooiety 
prefer,B to iricroauo the duration'td‘ a loan, and th^p insist 
upon a'bsoluio punctuality—save in oo.se3 of ^ii?aster iTood 
hail or 'hwilne, &o.,—rather than to g’r.''.nfc sh^^ter terms with 
probable inhbiUties and delays. In this v%y^ uigt only can 
the sueiety oaloiilaio on its roiiw:3, but rbo- borrower laiow? 
hit; exact liabilities and that--saT 0 for uhnsofd misfortirae-’- 
, ■• -'b 

•■'"i / ''Wk.X’MfivlWd'b' ■ ■ 'V, ■ 

h'i'i '.:' 




ifl; 


•’ )\ InPMjf'' 

■ mmmn 


ryr^' 


^iiif 














10 hj Hiife to kr<.73 mom^^to meet thorn; he h also 0 dao?:i 
I igid pi, ncfciL Mty and fomu^dit . 

^ ShtTtderm loansj ib.o» 3 o granted np to on-'> yc^u* with 
posnibio prolo.ugation0 to two years, or even three, are rooay- 
able utJuaMy by a^i Raiffeieon cc/jirR.rr'd 'dm an 

importanfc priiioiplo, Longdoiro loau'3* of •wliioh. tlio^o abrnro 
ton yoarrf can only ho j. ranted hy special tmnngevieMt ^ are 
^ always repaid by oipiai p/aniiirios, which include both iatorosS: , 

P find principal* it was censidoTsd advisable hy Raifleisou,.^, 
S'iaiid Ids opimeru is largely foUowod, thi'.c b!! phort4erm Joans 
kShnulrl be 'niado payable at a parUonlar tinni ol the/oar^,, 

, viJiv, that wliBii the inoinberH hn,re gotiorniJy mold their crop,5 ■ 
this dii?or0 iox VB/rious noighbouriioods botw'ceii Novomber : 
ani'l tbi) end of .r^ooonxber. This practice, ho'''Yevoi, to , ’’ tl 

Oiiuae a risk oi leaving monoy imcniployod for sonio rnoixths, 
rLrJes,'y there .is oo/iipcvition for loans. Instalinenfe, or; 
portionB or iastalmGttts, are received at any time in advance, p', 

BO as to remove the temptation to spend Binall suiuSo 
It is cm absolute I'lle that the loan Bhail be for cyorrie 
and productive pu)po;.o:>; this is, r;i faet,^ one of the ohioj^ , 
eecarltiea fo:r the iB/pajnvent of the loan - a security entirely /ii iy,,\ 
lost sIgiit,of by those demand only material and exist-,' ' 
ijtg s(K3cri'Hm /When a loan, is Wicd only for a produotivoi 
purpose, mclridiiig in this dc^laition the payment of pro\’i- 
/;hmriy existing debts which the poa,'rint and absorb 

'fis'erapa, the, lender has the best of gviuran-'.ues that his loon ' 
^,j'[kbe repaid; the borrower iy, iu fact, in a better positioTr 
to rotW when he borrowed it. To 

’ this applioant stato ,fcho obfcol; of bis 

1/ l;^lio iruth of the be enquired into.^ 

]>Y tho ky its local member. If tJm loan ir. .ap- 

■'■ prev^'ed ol it bo risod for the pnq:/0»3e stated under, 

^tponalty of recovery. This io wot moroly for the ^ 

' protection of the interosts of tho ^xociety bat of the rnernl^er; ^ 

it is deftiind to tealk ^ oredifc and to 

saioguard thoir true co,. 






fffot tb. nnd tbribus. of » 

L‘.b.a.d by tbB ...d bb.b H« 

control tliemHolvos ana oiio aiioti;cr,^and tba. 

aro men ot similar poeiiicy and needs. _ _ . 

Tlio dnralioh ^ xecognlze , 

aociotios being composed of a dm. . i^ aOTOuUare '; ' 

that three months are seldom of 

even (Ko Schiilae. Diditffioh banks, vW J ^ ^ 
.,i.estoiheneedsofagricul.^^^^ 
rc4mre ^imeroris prok>ngr..k^ 
game •wjU 'be noticed m Italy also. 

fonad that, of tbo total oatetolmg ^ *b I ^ 

b,b:* »; ^“V .,„l 

one to fi ve years, ,;3o per , cen. ^ ^ 

r per cent for above ten years. ,.. 

., .Random, n loans, or yts^d^^ or 

most, 442, or 68d> per cont., 101 on. a y 

20-5 per eent., for five ^ years.^ g^.o Bolitzscb, 
::;^Ithas,beenol^oi.d,^^^ 
tlmt money cannot be lent 

'•■‘as -by the Baifieisen societies withont Asa 

d banknintcY, unless they can borrow onsmu.m 
■" matter of fact, the societies do net 

teinm v tbeirinnds aro cbiefly sa.vm , P , ^ , 

p.b« ..a n- -r :rL«i b- -• 

It i. «.ly —.ry to I-uW. the 

ivltbob t,ur oent.oftlmli- enormous deposn- * 

:J,„, „oW«. 10 ditproo, of tb. 

Sai inga banks experience of ..ns - . 

■United States is equally, of. kneW^f '^' 

...a, ioa».l, U»t .io, "0 ^ twt tue-., , 

looa, poobobl, omoe ‘ a,;, ^,ir,,, „e '.oft ' y 

creditors are largely. ' .... 












' a long time imtoTOlied; tiiai, in fa#, tiie banl:;8 find that 
ttey can plane a very large proportion of their funds: ih. 
■iong-term investmeiite; fipHlly, that long-term loans are ail 
ropyabie by iastulments, so that the money is ooniinnally ’ 
eoiiiing in. It is tee that t’y,8 sooieties have intrcxinoedi a 
ml© that repayment of loans of any term can be 4eraaxided' 
on four weeks’ notice, a facility whioh ie ajsp: given to the 
Oreditors of the sooioty, bai tlris safeguard is not nted in 
practice except in. cases of deteriorations, or of miaapplioatiddl 
of the loan, or of eeriona diminution, of the jolvenoy of the 
borrower tern his own extravagance. 

Cash credits are not extensively used, Eaiffieisen being 
of opinion that they were unsuitable to the smallor class of 
psasants; they are opened shiefly for the better class. 
Whether the loaus are granted on mortgage,, pledge P 3 > 
pergonal sv^mrity, the administratlou is bound to exaicme, 
evmy threo .months, the tolvenoy of the parties, the oondi- 
tion of the property Snortgaged and the use made of the 
loan; ©von the habits of the individuals are considered. If 
aeeossafy, a further seemity is taken from him, or the wholo 
debt may be demanded in accordance with the terms of the 
ixjnd, a copy of which is given in another appendix. 

The right of the weiety to demaud repayment at any timp 
on four weeks^ notice is entered in. general teimB,; but is 
over'practised unless the property has deteriorated or the 
®''©aoy of the parties .seriously diiiiinished, or the po»#ion 
‘Society, by I’eadon of demands, imperatively demands, 
this advisability of this clause has 

bedu - There can, however, b© no doubt but 

' 5k necossary where property is - being allowed to d©.- 
l'^*-’^°Vor the bonnwer is evidently becoming insolvent 
%j|h ©xtevaganeo, or where h© has misappKed money 
..©nt foi a parfiouiar pui-poBo. In the first and :third eases 
ho rule h uiiiveraal in land credit societies, and is espeeial,ty 
cdiisary al. a matter of ednifact where the law, as in .India# 
not m»k> - the mortgagor responsible for deterioration 



MSI ' 

of flw prftpe^^ BiTtthe o'lauso seeme iri'lefojji-' 

siblo wliere the demaafi k necessitated hy the position of 

■ ' • ' ^ , I*,!*' ^ 

the society : it ia the li afcy of to society w to arrange, it^ 
affnirfi aa ;aat to require haye been laid 

out perhapa iu m yielding slow profits ; such a 

claafle mast p uncertainty, and miglit be 

meaas of Iwaseto disagreeable to the dirGotorate. 

As pointed out fiboye/to tisually some 

fall as low as:10i or:^l^fi.!sl4HiBge>.8h6tog^t^^ of peasants' 
wlio are admitted stlmembere* The largest number of loans 
are those faJdmg:betwoexn£5..^^^^^^^^^ ;-;tla 0 /aTorage app'oars 
to be about £16/ or less than half of the ayorage of £3d m 
to Sehnlzjo DeEtodh 

■;l!?he general rate pf interest is. per .cent,)* .with ".a -oom^ ■, 
missipsnwbieh'.ndsGS?it to.' 5| 'or ..6 :pi?r oant. -'It is usual -now : 
;to'tto..tliis't)onMn&iou i^ 'a/Bingle-payraout -on tho day*: ;tho:; 
lo?in is gxuiuted; it i® usually per cent, of the total for a 
loan of cme:yGar;4i'«^^^ per .oeufc for loans, up. to 

five years, :att.d 3 per cent; for those; between tiye and 'ton 
years. This oommi.ssion^:,.p,ays .'^tW e-xpenses of adrainisf-, 
tratiou.-.: 

With all to care taken to fix the easiest instalments and 
dates repayment is found that the x.ii}jmnctuaH^^^^ 
the peasants is ft staBding diiiioulty; they cannot, ■without 
va^A troubloj; be got to understand the ohsolnte necessity of 
punctuality* and imuoh tact is required on to one 

hand, a sudden seyerity whieh woigild deter them .from becoin 
ing members on the other, a leBity 

whioh would soon ruin the sooiety. An offioial Gomtnissiea 
in 1875 oommented OB thia^ found that the lonity 

of the t^rlmmistotion OB this poini to peasants 

in toir fault. -It. was foruKl in one society with 281 
'members, that 81 plaints in Court wm;© necessary to three 
years, of wMch* howerer, otdy 28 had to be follo^ved iip, 
mid only in one Bf these was the surety ^ 0 ^ on. Jn to 
M societies in the jurisdiotion of the Neuwied Court, tore 
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70^] fiuifs in tbrao yoaiR; of lb(‘f^0>'23^ i:0»rilt©ij -m ; 
. of yroppvty ; it '^h .said lhri>' ' ’’‘VerO" 

;;S,: ;, lor email loans in very’pour ^7illagt^^* , A.ttbo,or]d oi-lSS-'o, ' '. 
f,ho amount on loan in 215 sooiotios was of 

/ 'iS ))(:r amt. be&ido& iiitoresi:^ rojU’eBpntpd oxpire\l Ird oupaul /:p- 
(M®:‘ dues; of fills., however, ^''o-'diirde ' was ancouivivKi loxv 
mnglt) gTcnp (Cohicutz) v/b’oh ln;d lent no.f ^][uito 


if(('voQi;U8 (d 'llio loans ; this gvo'cip 0.^' per f3«mL of it-i loun^ 
'I'lV;-■ In. an'oiU’S, and ovidently for v^on.^Morablo rodotlPj. for the S'.r; 




w. 


iMii 


iiilf' 





i-’itfvesi in ojrears oquulled 4J- pot roat. on the toroi lu.ano 
o-utstandic!^. lo, another email group Cti per cent, o" i}je ,/!,. 
expiroci loans rroru itnpaid. On Oio other IuukJ, nuwy grori'p, " , 
had little or nothing outatandinf'r. It is, moveoxer, to b'*. 
noted that the Si'atiisticfi -vi’ero g'i.vLliered oti the ‘l)’;4 Deooraber, 

, while the period of pnjmeut ie usual!,' Novombei. or 
{'r)qiii>r.f,ly rilsi. Deceiiober, houoo arrears do not necossaii!) 
mofi'ii serious arrears, aad., e;»cpi t in one or Iwr inslfoaes, 
ii.ff,, {'ioblentz, tho intarest due 'was so small as tO' .show that ..■i,|: 
thorarroarS'Wore of .short duration/,-' 'v.;; 7:-'/rd 

/■»a this point tho Nenwierl oeiitral directorato allege V!)' 
that r.he loam nero IVe/iwmtly granted ivirpruderj 'ily ■ by the 


Jooal bookhios, ahiefly I'rora a falsf. .Id'/; of b.uovolenoo or 


coupaasion; (2) that bad harvosts. asj/ooially in the nine 
districts ke.ff., OoMent 7 .), oaueod nmoh distresi.* and necoasury ,,,b- 
delay. '/ 

It fjeems, bovrorer, also true that some .local soehyfcieB 
shnink .from pfc,ssing their.debteurs, fearing lo'drire them 
again into the hauda of She usure™; they did not in«h4 on 
pniiofcuulity and tUe,roby sire’agthenivj, the ' poes.intS'iii bad 
ho.hifs; fdso that the debtois had the iiVaavn ot pajr/umc, had ’1" 
they been pressc-h and did oXoutuai,j.y pay up* 




,';V; It is oloar.that those faults—rmdue hmioncy on the emo''- 


hand ami nupunctunlity on ■tire other—mey eadiy wro<',k 
■ ', /.v,„ x,„,(. M. I.<e Bax'bior expressly alhules to, that , 


the be^it .system, 
iijoa cf pca£?aiifa (aud others) thut , a society (or a 0'Ovei'a”> 
ixxoat) is, /igi.huLJ3.cUritJy vlcS^ and (m afford to lor its 




"-.fhoHo.f, 60 fhilt 'iiipiti'otuufity witl^ ooiivoye to’s’fitiisk oi' 
fenlf. Mr. Woil?, wliiln ftdro.ittirg',' ifc woald Hosm, th&.fc tUo 
peasants are ■ uopniictiinl, ooniadera tliat tho eooioln.a'are 
U-ietu. I'o laabtla oi pu'n.'tuali.y by lusiattn^j^ inevora’.- 
My on payments at date. Jloro in' India, poyenty is tm, 

6; equelitly iu'p'-od ns ii. roaerm Tor gxaiiiiug a loan of ptibb*; 
money/wbila tb.vryofc--and not moreiytbo ;7ot'--4a)iitu„i,iiy 
tkinka thro, the Government is l>!:>m)<llea>!].y rioh end can 
uiii'ord to ivuit, o,r cvrii to lose an iiKlividnal '•ritie, 

■■■■;', W/A'T Oi'kc(s.—The societies do not ■fnqfely nniko' loans,v'.’ 
Miey dti (.-onsiderahh: husintus in a'-sis*'fng land poroLiasi,'. 
In trennnny, jn-i in It.tly, land k Lygely sold by publicauotixn, ' 
the pin'cliatru' agT<*.va.g to pay by instidniL'iits—a pmetieo 
which oiiable.-: him tso give a Jiiyher price hom the . case oh,, 
p'.ynient. For theso instalmouls he givo) bonds to 
auctioH'Sellor, who i.n turn sells lho!o. at a disooant forroady 
inpney to some noaoydouder or otbor capit.ilist, b-uoald, 
tbb purolinser fail in any _otw of las instalineats, ho, ..fludsiv 
him .self )-ah!r to be sold up w'diont m/jwy . unless bo pays a ■ 
a , ruinous inttrost on ids arreiirs. '.I’he aooiuty intorvenoa by'' 
to,king the plate of tlie mmoy-lender at,a raoderate diseonnfc, 
hut roijuireg i'roin the .oiler a guur-ictoo, nsnaiiy with pec- 
Simal BiireliG&. 

Otliet , objects >irb'the stirnulatiou of, and asBistuaoe ’ to; 
i.MBooialibns for eo-oponitivo produtlum, .,vlo and supply; 
oitber by Ibe grant o.f .advancoa or by ■ establishing them, ae 
.'ovanchoa, with, howovor liability and nr'oounte wh-^lly dig. ‘ 
Iron? that o.l' Gio parent e'.eiety. These are bceoiaiiig , 
ver;/sncecsfi'nl, ami supply aseoeiulions aro 'mentionod n’s ' 
doing business up to .i’khOO'O' pc,r niruura, too capital fer i 
whit-h .is originally boirowed from the pinv.nt satiety. ' 

The eame.Article,, which doo!t with the,se subje.'ts, !«.y,y ‘ 
cloTi'n tliaf, the dii'eetors shall ondoavoua- -to tjompose differ- ' 
enMs betv.eon tlo n.emhow the secioty, and lo assist thorn 
df they ate unjiistiy injured by third parties, ' ' 




‘ ArUeUa.—k. tran--']atio:i of the modol statutes provided 
for these societies, adapted to the new law of 1889, will, ha, 
found in nnother appendix and will give ferther details. 1 : = 

. General Union and Groups.—A .b the societies inereased .in 
unmhOT and importance, it was',Mi .that they ,;6lwaM ,be 
linked in groups for mutual support and for supemsion, for 
the ohiof difficulty in starting and working these small local. 
Gooietios is not only that of their weakness when isolated, 
hut also that of finding capable men residing •withi.a thd: 
erea j henoe the group. aUd Union system. Fiv® groups are 
now in dxi'iience einhracrag probably all the individual 
societies. In addition to these locfd groupa thrae is * 
.Central ■Union fei* . the whole of Germany to which all 
eooieties may belong. Of the local groups, NenwhuU the . 
oinginal, will be taken as an example. Xt was founded .'..by 

Biaiffinsen in 1877 with the object of extending, de«^^ 

and proteoting the local societies. One ohMduty is tlmt of, 
iastruoting tha peasants in the proper use nf credit 5 .jt^is 
stems more useful than any other, for cheap qreditj without 
atte l^tndeUco in its use, means only quicker rain. Doubt* 
less, too, though it is not 00 stated, the peasants are taughl. 
the arithmetic of credit, ue., the cdloulation of profit ivud 
loss probable on a given transaction. Instruction in book* 
keeping and the audit of the accounts is another ohiof duty f 
a regular service is organized for this purpose, and the 
inspectors give .free instraotion in the sub|eotB tothe 8o,oietife$ , 
that ask for their services. In 1886 347 inEpeotions 'Wore 
mad© amongst 246 societies. Another duty recently undor- 
teken is the collection and preparation ©f systematic 
Btatistios; they are still very deficient. A I'mihcr and most 
useful development is the purchase of good seed, manure, 
implements, &o., for the loctd societies upon demand by, thp; 
latter * e.r/., in 1887 the Neuwied Union alone , •furnished to 
its mmbers, at cost price, 16,060 tons of mamme^d 
and above 1,600 waggons of coal; m the eprmg of th# 
year, it bought 2,000 tons of nitrate of soda at 881 marks 
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^ pfiruten, the price otherwise being 130 marts j hence a largo 
gab to the memberg ; in 1889 this bnsiness had increased, 
and so again in 1891, a consMorahlo additional husiness was 
done. The steady increase of this class of hnsiness is highly 
satisfactory, and it seems that up to 1898 the, llnion had 
thus, supplied considerably over <£500,OOO' worth of goods; 
• Here, ifewill be seen, is indicated a rcapproaohment between 
the duties of the local societies as credit Bocieties and as 
Agricultural asBooiatioM, a oohnection which, will he dealt 
with hereafter (s«6 wee * Agricultural Assooiatibus’ and the 
‘ POogny Loan Society ’). Finally the O'entrai ■{Jnioa buaies 
itself with the promotion of .life assiurance, and of assiirauos 
'against the effootB of hail, cattle-disease 'and other frequent 
disaster^., . 

The Central Union holds a general assemhly rjvery year 
composed partly of the representatives of the inrirridual 
sooiefciee, partly of delegate^, from the local groups, which 
represent the sooieties belonging to them. Diaoussions tahe 
place, and a representative syndicate or council is appointed; 
For busmess pTirposes, the Union is divided into soCtiOns or 
Aiotriot unions, each with the duties of the general Union. 

^ Each local society pays annually 15 shillings as sabsc^ip- 
tion for expenses, including the priee of- a weekly newspaper 
(Co-operative Societies Journal) intend*id to contain statistics 
and faots relevant to the work of the gocieties;,, The 
Axtioles of this Ooniral society will be found translated in aa 

aj)f30iK£x.. - 

■ 6Wriy i?(?«%»-Th9 want of a Central bank for the tro 
of societies cither in investing of borrowing was soon felt, 
for it was clear that some societies wiU, at various: periede' 
have too much and others too little money; a Central banh 
would bring about an equiUbrium. Mo,raoYor,. a well- 
©stablmhed Central bank would be in a position to borrow 
funds at cheap rates and thus provide for sooieties in need. 
■At first three Provincial banks were fonndwl for their ra^ 
speotive groups ; those again established a Central bank 






TWs plan Wn« UtBiteA'to a .^P: 

•U 4 '1 fw/ma Prd'yfacial il uWslia®^® (Becafit. l!tmd), -'1“- 
pUa«.ed I«</taaI ascot.tery to tBe than law.- 

the haith^s. waia-fin y ^ ^ i t nan Bocioty of NeuYfied 

V rlc^ - this w a -joint-stoah company. whion the 

was * orthS dixeotm’ate, who muAb hy, 

only sharcholuets — of the giptir# 

law ^ho each. The dividend is. 

hotdmg ouo 01 in( i ^ gumhis , profits, going to ,ilie rssF'fO'il 

limited to 4 per neni.j , v i i nnod holdiiig 73d shate’s, 

T iftStV-i 48 local aomotiee had ]onipd>, , 

In 1.88t> A'^o I'n'u ^ r,,v,twl Union inentyons bol as 

l„mB toe j ,,y tb.;, h.„e»46 ol V,mu.er,., 

/Jl tho fc^hiWS ( r ) _ be a.clded thsi* 

,,.„t,p» .h.«haOe.5.. a. IM 

GovernTnent granted a sum vms irrantod to a siiodar 

0 .p«nsrB of starting; Tfo ^ 

•iiitnUdh in Westphalia aruuset). 

.al, and^nothetvansto^^ 

Fd societies are admitted as ^ , unhnPtPd 

fnllil Raifldsen^ six primary and 

liability, (21 the lutonUcn o,, , ajTowo&t possiblo, 

-eltoe of 

limitation of area, (4) ob^noo o . the interest' 

of Shores, dividends^ of administration, (fif 

naid hv bonrovrers, (o) gratmtonsu 

the accumulation of an inahonn.' ^ the samp 

Th. 0.m»l WO, a. to «• Ifj„,„t.,u«t 
„„aiU0.* i it W lowers, f “ “"S^iy p«itl i 
to„k Umlted by *«»«, *114 ‘‘‘f ” , , uvftotak® V 

lli« Imll o! tlio rospoOTibie work », 1 o > ^ jj, 

— ittrb of Wf 7“’ trU . .b.w th» 

Tb. coot.- 

rate of iiiteve^t paid to tu ; nnlv wita Itfi owm 

tv it9boTro\vmg 

:aomboi‘s. 




- fefeler to procure i’uiads, tlie Artioles provide (1) for tlie 
i'.ra’v of doTjeuturefl (Pfandbriefe) witb tile pemiBoioti of 
Goveruuient'as required by law, (2; for tbe rciiBipt of dopo- 
site f rom memlierfl or the public, (3) for receipt of oommia- 
i'iou, aud of the difiorenco between intereet paid and re- 
coi /ed. 

?.[t appears that tho bank is provided with, aulBoieni funds 
from tire deposits of the local' sooiotits; as stated above, 
these have always found mote money than they ooidd dispose 
of, and this surplus oan be deposited with the Central bank 
at d per oeiit.; the bank lends these deposit)? to sooietios 
requiring funds ixt about 4} per oenb. with a small oomruri- 
eio;>. On lllsfc December 188!^, the Neuwiod Ooutral Bank 
' showed loans to' the local societies of £45,P30, vrhilb tho 
deposito from societies -were £01,450. Ilence the suvjdufl 
funds wtTO invested ru mortgages, on aooount-oii.reufc wifh 
•a land bank aad in Government paper. During 1800 the 
turnever of the bank was about £500,000^ its expanses £450, 
cr less than one per thouband, its profits £168 and its reserve 
£5,170. In fudging of its turnover, it will bo remembbi-M 
that it deals only with its' meuiber-sooietios, and that its 
8 operations arc oousequentiy not numerous; Ifs bu8ino.ss is, 
however, increasing rapidly, mid in 1892 it was £800,000, 

The bant Is authorized to invert its funds ;p) in uccounta- 
furreut with its memheve (societies), |2) in discounting bida 
and in loans on pledge, (3) in mortgages or purohaao of rent 
t ertlfieutes, (4; in immovoabto property, (6) in paper issued 
or guaranteed by tiro State or a commune. 

The Central bank is doing a useful and increasing business, 
Rud appsars to bo solidly based. Its Articles will bo found 
tia uslated in an appendix. 

Other Dnions have followod the Neuwied exampio in 
starcing Central banks, c.y., Westphalia and- Hesse Ds,rm- 
atadfc (Officnbacb); the Articloti, cpiiditious and. operations 
or these are similar to those of jSTpuwicd, but the Offen¬ 
bach bank is somewhat more liberal in admitting as 
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^^prnl'or? fiocieties V7lii.eli do isoi adht r® ■ftbsolutelji’ to the. ' 
fitriot Ettiffuseii pmoipjeei. ;,,'■ -iv '>■'■ ■ . '*, ■;»•<■ 

In otbor Unkma, tbo Jocal sooi&tica utilize ordiaary bnnlui' . 

*' fi:\ ‘ 

for the dcpf;sii o|: hheir rrarpluB firmla ai'd foi 

credit. ■ 

hi Hanorvex a Oo-dpomfivo P-anJilug Oorror^tion (Lliijitod) ^ 
3b.OB been formed, tmdor the law of .188b’* 
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It baa bO'^3i objcoied tlint tbeso bcub^ being ^:peoiali?5ed fcr 
a,<?i'IouiUir?il loan:', oporabi^vna would ?:aiij I'jinoo they ^YOuJd \ 
Imre to receive and dhfbnr.so money at giveii p<'3:iod^i, o.ihli:,, 
ft £tor harvest ami before oedtivation, and would not be abit^M 
iv^ malxitalu an evon oiu-erd of busiues, TboroBuit^ bcov^’W 
ever, proves that tfieso special banks can ir.aintaiu tiielr’po.sit''k[ 
tion^ and though no great piolil -.s this u? nob tluw^je 

/ objoot; they were formed as a channel of oomnrauioation uo^ 
as to maiiitaiii m c'nnal financial level in tlio various loeall 
sooietio^o ; tiris objooi has been Biicoonsfully a,ehiovccb 

—There ure then in fail operation a vasit; nuiDberli’^, 
of oeiy amail, aTvtonom('UB, village loam sooietie%,of 
limited liability and wholly riualy i’: not rOgrioultural, draw- ’ 
ing fmuls largely from.(he savings oi‘ Uioii' rnGM-bers,cheaply* / 
■almost gratuitously admi.nlsfce'ed, aiming at the moral ay '/L 
well as the material developmont of their associates, toariimg 
(bom the uso of orouit and, guarding them against its abuse. 
These sooi'^ties, originally iiiohted, oxc bow linked in irnions 
OT group!^^ for ' mutual sapiunt, inspoction atid instruction, 
and in order to equalise Ihoir funds and provide, if aeeoss^xry, 
other funds, a Central bank has boon started for each Union 
which rcooivos and disWibuios the doj)Otfi.ts of the soG'oti.e3 
Hviuoh irom its sole olientelo and body, of eharebjldoro.;’ 
ThesO Central banks have wisely provided in t.heir statutes ' 
for obtrining funds ab euUya, chiefly by the issue of dohen- 
tares and receipt of dupoalts, but have not ,yot lied cccaBioa.,/|^ 
to do so. It is stra nge if in this Oigoni.8m of village eocietios, ^V.' ’ 
autonomous and irtlepei;<ient, yot, as members of ono body, ■ 





367 


and i&ui)port 0 d by, Gentral diraotoratea and ban! 
not ft seed Avhioli roay take root and grow in Indian 
soil as it haw done iix Germany, Ausbia and Italy. 

DiJ^^erenoes bdiceen ths 8chulzo Bf^Hizsch qnd Raiffem'i 
SociHies. — TKero Las been almost, Itobi the first, a regrettable 
ooutroYOrsy b0fcwo,.en the two classes of societies, or between 
their principal men, a controversy amounting almost to party 
strib ), and as tinnoqessary as bittex, seeing that both classes 
are independently useftil. It is ad\isablo to mentioxi the 
points at ksiie in order to assist the future practice of iliis 



Both philanthropists started with the same idea, viis., 
that of providing cheap capital for those who were debarred 
from it by its enormous cost; cheap credit for those who 
mn*e exploited by the 11 Bm’cr ; their object was to supplant 
the individual lender by the organized bank. Both saw 
clearly tliat thrift is at the base of any possible'system; only 
persons who showed themselves able to save wore deemed 
worthy of ctredit; saving, moreover, as the only basis of 
Ovapital, is a sine grid non. Here, however, the two systema 
diverged; Schulze iJelitzsoh began to foster thrift by reward- 
ingit with dividends and profits as high as possible, thua 
placing tho interest of bon’owers in opposition to that of 
lenders; Eaiffeisen placed the interests of the borroweiB 
first and allowed no dividendj?. Tho difference is consider- 
able; tho former tend to bc-pome joint-stock sooieties, In 
wbioh inveatmont/8 seek high dividends, some societies declar¬ 
ing dividends to members of 30 or even 50 per cent. (Wolffi, 
a result hardly commensurate with anything but ' usiu\y; 
the latter preserve intact tho co-operative idea of mutual help, 
and yet are eminently successful both in attracting abundant 
dopiosits ftt market interest and in helping borrowers ; the 
interest of all members is that of the boiTowors, actual or 
possible, and. there is .no antagonism between investing and 
borrowing members. It must ba remembered that litaiii'eiscn 
aimed directly not at the mere mateiual benefits of association, 
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ji'bw'at its moral and educative resulte; tbrifi was 

BOl sc inuoh to malte a man wealthy as to 
^lim a better moi’al agent, a better member qf sooiety: he 
regarded mutual help, the bond o! Okrietici charity, as the 
cardinal principle, and the noGessary result of bis syatera■ 
Sobulzo Delifasob looked more to the material, Eaiteissh tc> ' i, 
the moral hud social, results; the former used aesooiatioa to';’ 'V 
enahle the individual tq struggle to the front, theh.tl'er used’ • 
the co-operative principle not merely for the individual but, ■ 
as a beneficent motbod of inciensing the common happiness ' 
and welfare. This diHerenco is important, smce the desire ' 
for dividends loads to apjeoulation for the purpose of increas¬ 
ing profits, ospocially where driootors are rewarded by fi 
percentage, and elsewbera in this study it has been pointed ' 
out that in Madrtv; the Co-operative Funds tend tot) much ; 
to diverge from the co-operative" idea of brotherly help, to-*; i 
wards that of profi.t3 upon iavestments or as a reward for 
managemeut. The true oo-operative priaeiple worked out; 
ia banks is, according to SignOr Luzzatti’s idea, “a hank, 
with fixed dividends m its shares and deposits, all surplus 
ptolits going to the reserve; wliejj the latter shall be equal to 
twice fke capital, the shares are repaid, and all subse¬ 
quent profits are expended in lahilanthropio or useful ob- ; ' 
jects.” (Eostand.) The external profit in this Case is that 
derived by the borrowers from the cheap and ,aooes£'.b!e 
capital which they borrow' for pDrodUotive or useful purpcsea; 
the investors, at the same time, get a fixed dividend of 
interest which is usually semewhal above that of State paper, 
The Oerbllary of those views is, in the Schulze DektzBch ' 
societies, comparatively huge shares with considerable 
dividends anfl paid administration ; in the Eaiffeison sooieties 
very mimite shares—-and then only in obedience tothelaw-^ 
and no dividends but an ^naUenable reserve, and wholly, 
gratuitous adminiriawtion except, as regards tbe eleiks. 

Schulze Delitzsoh,'again, started hie sooieties at any giver 
centre with a wholly indefinite area of operation; the larger 
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tlio afea/tlie better the chance of paying business. RaxiBreisen, 
on tlie contrary, lays down as an absolute rule that the area 
of operation must be small, nevor exceeding that of a village. 
The ditferenoo here is radical; in the former societies it is 
far less possible to know, much less to iutkenoe, the member 
individually, to judge of their character and status, to super¬ 
vise the employment 6f the loan; in the latter societies all 
members are acquainted, the bank's clientMe are its neigh¬ 
bours; it can lend upon character, upon the status, both 
personal and material, of the borrowers and their sureties. 
Usury can only be fought hand to hand, and it seoms likely 
that only purely local societies can succeed—at least as 
regards the peasantry. 

Other radical diflerences are as follow: in tho Schulao 
Delltzsoh societies, which are largely urban, only short^ 
terra loans are granted, three months being the rule with 
one or two prolongations; in the Raiffeisen societies, which 
are wholly rural, long loans are the rule, two or three 
years being the average, and ten years the ordinary maxi« 

: mum. Tho former societies do not trouble themselves to 
watch over the use made of the loan, though they satisfy 
themselves beforehand that it is to be used profitably ; the 
latter consider it essential to see that the loan is used produc- 
lively, and every three months the utilisiation of the loans 
is oxamiaod by the committee of supervision; the former 
societies require repayment of tboir loans in lump, tho 
return being usually Bpeedy, and the result of a particular 
operation in trade, business or mduetrial contract, &o.; the 
latter take their loans, if of more than a very short term, by 
iuetalmeuts, per month or per annum; the former lending 
only in short loans have no rule regarding repaj^'ment on 
four weeks' notice; the latter insert, though they hardly use 
moh a rule to provide against t’ . dete^ loration of property 
or the misuse of the loan ; the'rroe.^ do an enormous short¬ 
term business with artisans, tV-c^usa T^n and a proportion of 
agriculturists, the latter a far smaller but now rapidly 







inoveosing business in lon.g loans almost solely witl 

oulturists. 1 ■ i. £ 

go muoU for tlie difierenoos between the sjstems of tbo 

two great formders of German co-operative effort. On the 
other hand, it must be pointed out that their common object 
was the strengthening and raising of the poor by thnmeans 
of self and mutual help {a’aider et s^enfr aider). «* 

iocted more benevolence in then- methods; for though chan y 
is a high virtue when applied by individuals to mdmduals, 
it cannot, or rather does not in our imperfert conditions, 
succeed when applied to the relief of classes. Yet it was the 
maiu^prtng of their own action; Schulze Delitssch devoted 
himself with such uuseifishnoss to his philauthropio work 
that, though voted a statue and a subvention, he left hm 
widow in narrow oiroumstanoes, while Raiffeisen, who might 
have pleaded slokness to eicouse inaction, “ 

sympathetloally and usefully as to win the name of Father 
Baiffeisen throughout the country side. It is persona 
devotion alone which effects great reforms among the poor 
and helpless. 


vs, 
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